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Executive Summary 
 
Four international marketing students conducted this thesis on behalf of Frydenbø 
SABB Motor AS. Frydenbø SABB Motor AS operates as a total supplier of 
marine diesel engines and equipment, and of their main activities evolves around 
the lifeboat engine market. The background for the thesis was Frydenbø SABB 
Motor AS’ desire to establish contact with a manufacturer located in China to 
produce a new engine to be launched on the Asian lifeboat market. With this new 
engine Frydenbø SABB Motor AS hopes to increase their market share. 
The aim for this study was therefore to provide Frydenbø SABB Motor AS with 
an evaluation of potential marine diesel engine manufacturers in China, and based 
on this evaluation make a recommendation of a suitable manufacturer. 
In order to present a proper recommendation, the authors needed to acquire 
information about several different areas regarding the lifeboat industry, cultural 
differences, players in the market, international standards and so on. The 
information was gathered from several different sources in various ways and both 
primary and secondary information was applied. 
After having gathered all information needed, the authors applied the information 
in relevant theories to analyze Frydenbø SABB Motor AS’ internal and external 
environment. This was done to detect and structure their strengths, weaknesses, 
opportunities and threats. 
Simultaneously with gathering information on Frydenbø SABB Motor AS’ 
environment, the authors searched for and contacted several diesel engine 
manufacturers. The authors then ended up with a selection of potential 
manufacturers that were able and willing to produce the desired engine. 
Finally, based on the information assembled, the authors recommended the most 
suitable manufacturer, in addition with critical success factors and potential 
pitfalls.   
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Definitions 
Marinization: a complicated process where an engine is modified or converted 
into a marine engine.  
A shares: companies incorporated in mainland China and are traded in the 
mainland A-share markets. Currently there are only mainlanders and selected 
foreign institutional investors who are allowed to trade A share. The price of A 
shares are quoted in Renminbi (RMB)1. 
B shares: companies incorporated in Mainland China and are traded in the 
mainland B-share markets (Shanghai and Shenzhen). Both mainlanders and 
foreigners are allowed to trade B shares as long as they trade with legal foreign 
currency accounts. B shares are quoted in foreign currencies2. 
 
 
 
 
 
 
 
 
 
 
 
 
 
                                                
1 http://chinese‐school.netfirms.com/China‐shares.html  2 Ibid.  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Part I: Introduction 
 
Chapter 1: Introduction to this thesis 
Four students, on behalf of Frydenbø SABB Motor AS (FSM), conducted this 
thesis. Frydenbø Group is a Norwegian family-owned corporation with businesses 
within car/boat, real estate and marine industry. FSM is a company within the 
marine industry under the ownership of Frydenbø Industri AS. FSM operates as a 
total supplier of diesel engines and equipment, and coordinates service workshops 
for repair and maintenance around the world. FSM has had a strong trademark in 
People’s Republic of China (China) for almost three decades with engines size 
20-55 horsepower (HP) and 85- 560 HP to the conventional lifeboat market. In 
2008 they reached a peak in sales volume, but recently their sales have been 
declining. Therefore, FSM has decided to launch a new engine to widen their 
product line. By doing this they are hoping to increase their market share and 
sales on the Asian market, focusing especially on the Chinese market. 
 
1.1 Statement of the Problem 
As mentioned in the introduction, FSM wishes to increase their sales in the 
market. To achieve this they will continue to manufacture the already existing 
SABB engine. In addition, they desire to establish collaboration with an engine 
manufacturer in China to develop a new, more reasonable SABB lifeboat engine 
with a license permit.  
Who is the most suitable manufacturer in China that can produce a new SABB 
engine for Frydenbø SABB Motor AS, in order to be more competitive on the 
Asian market? 
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1.2 Research Aim 
The research aim was defined as: 
”Provide Frydenbø SABB Motor AS with an evaluation of potential engine 
manufacturers in China, that can manufacture a lifeboat engine according to 
FSM’s specifications, and based upon this, recommend a potential 
manufacturer.” 
The authors also developed several research questions in order to conduct this 
thesis to be able to achieve the research aim.  
 
1.3 Research Questions 
1. How does Frydenbø SABB Motor AS currently operate on China’s lifeboat 
market? 
 
2. Who are Frydenbø SABB Motor AS’s major competitors on the  
Asian market, and how can Frydenbø SABB Motor AS distinguish 
themselves from their competitors?  
 
3. How can Frydenbø SABB Motor AS position themselves, in order to 
increase market share? 
 
4. What benefits can Frydenbø SABB Motor AS and the key manufacturer 
achieve by cooperating with each other?  
 
1.4 Research Limitations 
There are several research limitations that were taken into consideration when 
writing this thesis. First of all, the authors had little knowledge about the Chinese 
language and this has limited the utilization of web pages, reports and articles in 
Chinese. These sources of information might have been valuable in the process of 
information search in this research. Using Google Translate was only useful to a 
certain degree as there is no guarantee that the translation is correct. The language 
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barriers also limited the possibility to establish contact more easily with 
manufacturers and other key persons who might have been of value. Information 
and reports from reliable external sources that could have been purchased, but had 
a high price, has not been applied in the research.  
Another issue was the authors’ lack of network in the industry at the beginning of 
this thesis. This was seen as a research limitation, because even though the 
authors managed to obtain a small network, it was more time consuming than first 
anticipated.  
The fact that FSM does not have an office or contact person in China was also a 
limitation. All communication with headquarters in Norway has been through e-
mail and telephone.  
When collecting information of the different manufacturers, the authors found it 
hard to portray a more critical view, as all of the corporate web pages were biased. 
Additionally, the short time frame limited the research. Possibilities to visit 
potential manufacturers were excluded.  
 
Chapter 2: Frydenbø SABB Motor AS  
This chapter will introduce the Frydenbø Group, in order to offer insight of FSM 
and how they operate on the global and the Chinese market today. A presentation 
of Frydenbø Group’s company structure and values will be introduced. This 
chapter will also give a better understanding of FSM’s products. 
 
2.1 The Frydenbø Group 
The Frydenbø Group is a Norwegian family-owned corporation with operations in 
three business areas. The group as a whole employs approximately 300 people.  
Ever since Frydenbø was established in Bergen in 1916, enthusiasm has been their 
driving force for over 90 years. Their strategy has been applied to satisfy 
customers with high quality products. This is embodied in the organization and 
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made visible through their vision. Michael Hyatt states, in order to have a 
strategy, a proper vision need to be in place3. Frydenbø Group’s vision is: 
"Creating value through quality and service in the world"4 
This is a challenging vision Frydenbø Group continuously aim to reach. The 
vision is embodied in the organization through their core values: enthusiasm, 
honesty, and responsibility. 
 
2.2 Frydenbø Company Structure 
 
Figure 1: Frydenbø Company Structure5  
The Frydenbø Group consists of three business divisions6: 
1. Frydenbø AS: Includes car dealer, car rental, workshop, import of engines 
and body paint 
                                                
3 http://michaelhyatt.com/why-vision-is-more-important-than-strategy.html  
4 http://www.frydenbø.no/index.php?mapping=42  
5 http://www.frydenbo.no/index.php?mapping=2  
6 http://www.frydenbo.no/  
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2. Frydenbø Eiendom AS: Includes marina, boat store, service, real estate 
company, architect and a engineering company 
3. Frydenbø Industri AS: Includes sale & service supplier, ship broking and 
ship inspection, a total supplier of diesel engines, import and distribution of 
marine products and electro mechanic sales 
• This is where FSM operates as a total supplier of marine diesel 
engines and equipment, in addition to this they co-ordinate service 
workshops for repair and maintenance. They also manufacture their 
own line of hydraulic gears. 
 
2.3 Frydenbø SABB Motor AS 
FSM was established in 1925 under the name Damsgaard Motorfabrik. By 1971 it 
became a limited company and changed the name to SABB Motor AS. In October 
2006, it came under 100% ownership by Frydenbø Industry AS and changed name 
to Frydenbø SABB Motor AS. 
Over the years FSM has enjoyed a healthy turnover and a steady growth. Today 
the company employs 35 persons with a high level of knowledge, experience and 
expertise7. 
The company has a central location on the seaside at Frydenbø Marina in Bergen, 
with easy access to modern testing- and measuring facilities. They have extensive 
experience in developing, manufacturing, testing and service of diesel marine 
engines for Norwegian and Arctic waters. With their exceptional technical 
solutions of high quality, FSM allows their customers to operate under extreme 
conditions.  
Because the lifeboat engine is a vital part of any vessel’s safety system, FSM’s 
engines meets both Nordic and international standards. All SABB lifeboat engines 
are built according to the latest regulations of International Convention of Safety 
of Life at Sea (SOLAS), International Maritime Organization (IMO) and/or rules 
                                                
7 Product sheet (2011): Professional Marine Engines for tenders and lifeboats 
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of Classification Societies8. Based on these standards, FSM marinize and supply 
two of the markets leading diesel engines FTP/Iveco and Lister Petter9, which is 
elaborated in the next subchapter.  
 
2.4 FSM’s Products 
In addition to high quality products, FSM emphasize on support systems to ensure 
superior maintenance and service. This results in the ability to meet the high 
demands from their customers. Their customers range from small- and medium 
sized companies to large corporations and industrial complexes10. 
 
All SABB engines, as mentioned, are built in accordance with SOLAS and IMO. 
The approvals require the engine to start at a temperature of minus 15 to minus 25-
degree Celsius, as well as 360-degree rotations tests. The lifeboats are also “drop-
tested” as part of their Quality Assurance. The requirement is that the engine 
starts, and keeps running, no matter what11. A lifeboat is a product that is not 
manufactured for daily usage; they are only used when an emergency occurs. 
Therefore, there are high expectations that the engine is able to perform if an 
unforeseen crisis occurs.  
 
FSM’s most popular products today are Lister Petter12 and FTP/Iveco13. The 
engines range from 20-55 HP and 85-560 HP, and are mainly for pleasure, 
workboat and lifeboat applications. The Lister Petter engine is supplied with 
durable diesel generators from 7,5 kilovolt-ampere (kVA) to 20 kVA, while 
FTP/Iveco’s gensets range from 20-400 kVA. Lister Petter is manufactured in the 
United Kingdom, while FTP/ Iveco is manufactured in Italy. Both are of high 
quality and guarantee high performance. Both brands are manufactured with high 
experience and excellent reputation includes:14 
                                                
8 Ibid. 
9 http://www.frydenbosabb.no/index.php?mapping=13  
10 http://www.frydenbosabb.no/index.php?mapping=27  
11 http://www.frydenbosabb.no/index.php?mapping=17  
12 http://www.frydenbosabb.no/index.php?lang=en&mapping=25 
13 http://www.frydenbosabb.no/index.php?lang=en&mapping=24 
14 http://www.frydenbosabb.no/index.php?mapping=15 
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• Well proven diesel engines with excellent track record for long-life  
• operations 
• Very good fuel economy 
• Low noise 
• Long service intervals 
• High durability 
• Very good service- and dealer-network 
 
To make a SABB marine diesel engine complete, FSM marinize the engines from 
Lister Petter and FTP/Iveco, and add the Frydenbø SABB brand name. FSM’s 
products are delivered to ten countries worldwide15.  
Due to FSM’s wish to introduce a new engine, FSM provided the authors with the 
desired specifications for the new engine to be manufactured in China16:  
• Marine Diesel engines 30 – 100 Break horsepower (BHP) 
• Complete with electrical start 
• 12Volt complete electrical system 
• Keel cooling 
• Instrument panel and cable loom 
• Standard connection flange 
• ZF gearbox models (ZF12M, ZF25M, ZF45, etc.) 
• Compact size 
• Low weight 
• TIER III emission standard compliant/approved 
• SOLAS compliant/approved 
 
• Licensed production 
• Warehouse storage 
• Potential volume: 250 + units/year 
 
 
                                                
15 Interview with Tor Isdahl 
16 Ibid. 
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2.5 Frydenbø SABB Motor AS in the Chinese market 
SABB has been known as a strong brand name in China for years, especially their 
marine diesel engines. In 2009/2010 they conducted a marketing research among 
their 24 lifeboat customers in China. The result they received was unanimous. In 
the customers’ opinion, FSM is a serious supplier that delivers high quality 
products; some said even the best quality. In the conclusion from the survey, they 
received a total score of 4 at a scale of 1-5, where 5 was the top score. Just to 
mention a few, FSM was credited for their brand (4,5 points), quality (5 points), 
good communication and service with customers (4,5 points), even though they do 
not have their own service representative in Asia. Due to their higher price, and no 
service station, they only scored 2,5 points on both of the two mentioned factors. 
Their high total score and great success has been achieved through their 25-years 
of experience with the Frydenbø SABB brand all over the world. They maintain 
their close connection with the Asian lifeboat market by daily or weekly contact, 
and company visits twice a year. The customers are mainly lifeboat factories, 
where they have established close relationships with the key personnel, with whom 
they interact continuously. When considering the total amount produced lifeboat 
engines, FSM’s estimated market share is 3 percent17. On the other hand, when 
considering the market share in the market where FSM are operating in today, 
their market share is 8-10 percent. FSM does not supply engines for fast rescue 
boats today18.  
 
2.6 International Safety Standards  
FSM has always followed international standards. This subchapter will present the 
most important standards used in the lifeboat industry. 
 
                                                
17 Mail from Anny 
18 Interview with Tor Isdahl 
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2.6.1 SOLAS and IMO 
In the wake of the Titanic disaster, the SOLAS convention was initiated19. It was 
set in use in 1929 as the first of its kind and as the name applies it was founded to 
enhance the safety at sea. SOLAS is a set of statutory requirements, which means 
that it is the country’s authorities’ responsibility to make sure that their ships or 
lifeboats are in compliance with this convention20.  
Shipping is perhaps the most international of the world’s industries and many 
countries proposed that a permanent international body should be established to 
promote marine safety more effectively21.  
In 1948 a convention came together in Geneva and founded IMO. IMO is the 
United Nations specialized agency with responsibility for the safety and security 
of shipping and the prevention of marine pollution by ships. The organization 
today has 169 member states and 3 associate members. When IMO first met in 
1959, their first task was to adopt a new version of SOLAS, which always has 
been one of the most important treaties addressing marine safety. 
 
2.6.2 International Organization for Standardization (ISO)  
Founded in 1947, ISO is the world’s largest developer and publisher of 
international standards. It consists of a network with national standards institutes 
of 160 countries, ranging from standards for activities such as agriculture and 
construction to the newest information technology developments22. ISO does not 
certify the organizations according to these standards; the national standard bodies 
and the different classification societies carry out this responsibility. So far over 
18,500 standards have been developed by ISO, and new standards are frequently 
set in use. 
 
                                                
19 http://www.dnv.com/industry/maritime/servicessolutions/statutoryservices/solas/ 
20 Ibid.  
21 http://www.imo.org/About/Pages/Default.aspx  
22 http://www.iso.org/iso/about.htm 
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2.6.2.1 ISO 9000 
The ISO 9000 family is a set of standards relating to quality management 
practices, and imparts standards and guidelines on quality management systems 
and relating supporting standards. Applying these standards provides many 
benefits for a company on various levels, mentioning: customer focus, leadership, 
continued improvements and mutually beneficial supplier relationships23. It is 
important to create mutual gain when a company works with their suppliers, and 
these standards enhance the ability of both sides to create value. Applying the 
principles of mutually beneficial supplier relationships, typically leads to: 
relationships that balance short-term gains with long-term considerations, pooling 
of expertise and resources, identifying and selecting key suppliers, clear and open 
communication, sharing information and future plans, and establishing joint 
development and improvement activities24.  
 
2.6.3 The U.S Environmental Protection Agency  
The U.S. Environmental Protection Agency (EPA) is an organization of the federal 
government of the U.S, which began operating in 1970. Their mission is to protect 
human health and the environment, and they engaged in many different areas 
regarding environmental protection. Some of the areas is the responsibility for 
writing regulations regarding marine diesel engines which are significant 
contributors to air pollution25. New marine diesel engines has to meet the 
increasingly stringent emissions requirements, but still, these engines continue to 
release considerable amounts of nitrogen oxides and particulate matter, both of 
which contribute to serious public health problems. 
EPA is addressing emissions from marine engines in two ways, through their fuels 
and through their emission limits. In 2008, EPA completed a program that was 
intended to reduce emissions from marine diesel engines below 30 liters per 
                                                
23 
http://www.iso.org/iso/iso_catalogue/management_and_leadership_standards/quality_managemen
t/iso_9000_essentials.htm  
24 
http://www.iso.org/iso/iso_catalogue/management_and_leadership_standards/quality_managemen
t/qmp/qmp-8.htm  
25 http://www.epa.gov/oms/marine.htm  
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cylinder displacement. It is believed that this regulation will lead to cuts in 
particulate matter emissions from these engines by 90 percent and nitrogen oxide 
emissions by 80 percent when put in to practice. The rule included the first 
national emission standards for existing marine diesel engines, applying to engines 
larger than 600kW when they are remanufactured. The rule also set Tier III 
emissions standards for newly built engines26. 
 
2.6.4 The U.S. Coast Guard Certification 
The National Maritime Center is the licensing authority for the United States Coast 
Guard under the sponsorship of the Department of Homeland Security27.  
The U.S. Coast Guard (USCG) is mandated by Congress to offer safety standards 
for recreational boats under 20 feet with enforcement mechanisms to assure 
conformance. 
The standards developed, consist of issuing credentials to fully qualified mariners 
in the most efficient manner possible in order to assure a safe, secure, 
economically efficient and environmentally sound Marine Transportation 
System28. 
Type approval is the main process for equipment and materials to receive USCG 
approval. In order to receive this, the equipment or material must be confirmed to 
fulfill the relevant requirements, successfully complete the specified tests, and be 
registered in a quality control or follow up program as required29. 
USCG certification is voluntary for boat manufacturers, and if they choose to meet 
the standards they must present their product to an approved testing facility for 
evaluation. 
 
                                                
26 Ibid. 
27 http://www.uscg.mil/nmc/Whats_new_to_NMC/NMC_Mission_Vision.pdf  
28 Ibid.  
29 http://www.uscg.mil/hq/cg5/cg5214/eqpt_approval.asp  
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2.6.5 CE Marking 
CE is an abbreviation for the French “Conformité Européene”, which means 
“European Conformity”30. CE Marking is used on products to indicate for 
governmental officials that the product may be legally placed on the market in 
their nation. Along with more directives becoming effectual, increasingly amounts 
of products are required to bear the CE Marking to obtain the right of free 
movement within the European Free Trade Association (EFTA) and European 
Union (EU) market.  
 
When a manufacturer uses CE Marking on their product they state that it complies 
with the vital requirements of the relevant European health, safety and 
environmental protection legislation31. 
 
 
 
 
 
 
 
 
 
 
 
 
                                                30 http://www.ce-marking.org/what-is-ce-marking.html 
31 Ibid.  
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Part II – Research Process 
In this part the authors will provide the reader with an understanding of the 
research methodology and theory used in this thesis.  
 
Chapter 3: Research Methodology 
The authors will in this chapter give the reader an insight of the research 
methodology, which was used to conduct and defend the chosen methods and 
theories in this thesis. A process is provided upon the framework of Gripsrud, 
Olsson, and Silkoset (2010), which divides the research process into six different 
stages. During the research process in this thesis, the authors followed these 
stages: 
Figure 2: Steps of the Research Methodology32  
 
3.1 Research aim and research questions 
The first step in the research process was to develop a research aim. With this 
research aim the authors concluded with a recommendation. The authors first 
formulated an analysis purpose and then a limited number of research questions. 
The analyses purpose, research aim and research questions for this thesis are 
presented in Chapter 1.  
 
                                                
32 Gripsrud, Olsson and Silkoset (2010) page 53 
                                                                                                                          
      Page  26 
3.2 Research design and data  
Research design should specify what types of data that are needed to be able to 
answer the research questions, how to get the data and how to analyze them. 
Gripsrud, Olsson and Silkoset explain that when choosing the research design, 
there are three factors that need to be considered33: experience, available theory 
and ambitions for the project. 
 
Based on a review of the information, there are three different designs that can be 
used individually or combined together: explorative, descriptive or causal design.  
 
Because the authors had little prior knowledge about the research area, an 
explorative design was applied. This method is used when the objective of the 
research is to provide insight and promote understanding. It is an unstructured and 
flexible process where the methods often used to collect data are in-depth 
interviews and focus groups34.  
 
Descriptive design is used when there is some fundamental knowledge and the 
purpose of the research is to describe the situation in a certain way35, while causal 
design is used in experimental settings36. Descriptive and causal designs are 
excluded in this thesis because the research aim required a deeper understanding. 
 
 
 
 
 
 
 
 
 
 
                                                
33 Ibid page 70 
34 Ibid. page 59 
35 Ibid. page 61 
36 Ibid. page 65 
                                                                                                                          
      Page  27 
3.3 Data Collection 
 
Figure 3: Data collection37 
After determining the most suitable research design for the interviews, the authors 
had to obtain information. Normally there are two different types of data: 
Secondary data38 (data collected by others and therefore often for other purposes 
than for the research aim) and primary data39 (data collected by the authors to 
answer the designed questions). In order to complete the research aim in this 
thesis, both secondary and primary data have been used.  
 
3.3.1 Primary data: In-depth interviews 
The only source of primary data used in this thesis, is in-depth interviews with a 
semi-structured interview guide. The reason for this is that this interview method 
provides a high degree of flexibility that is favorable in consideration of the 
limited timeframe. A semi-structured interview has therefore enabled the authors 
to gain exact and better understanding, which was favorable to answer the 
research aim by using fewer sources.  
                                                
37 Ibid. page 80 
38 Ibid. page 78 
39 Ibid. page 97 
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A semi-structured method was chosen because it allows the interviewer a list of 
questions that need to be answered. The list is referred to as a guideline, and new 
questions may be raised during the interview. In a structured interview the 
interviewer define a list of questions that is followed rigidly, and in an 
unstructured interview there might be only one listed question, if any during the 
interview40.  
 
3.3.2 Internal Interviews 
In order to gain a better understanding and insight in FSM as a company and their 
market situation, the authors chose to interview the contact persons from FSM:  
• Tor Isdahl - Sales and Marketing Manager, Frydenbø SABB Motor AS 
• Rolf-Erik Berle-Jørgensen – CEO, Frydenbø Industri AS 
Through the whole period of this thesis, the authors and contacts persons had 
ongoing communicated through email and telephone. An interview was conducted 
with Tor Isdahl, while Rolf-Erik Berle-Jørgensen provided further information to 
the authors. 
 
3.3.3 External Interviews 
The external interviewees was chosen based on their ability to provide necessary 
and useful information about the Chinese business culture, how to search for 
manufacturers in China and the lifeboat market. The list of interviewees includes 
professionals with experience and knowledge of doing business in China, and 
experience from the Chinese lifeboat market.  
• Reinhardt Østrem – Owner of First Link AS 
• Terje Monslaup – Technical Fleet Manager, GRIEG Shipping 
• Rune Ottesen – Chairman, Scandinavian China Consultants Ltd. AS, 
previously worked at NorSafe AS 
                                                
40 Bryman & Bell (2007) page 474 
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• Anny Zhang – General Manager, Scandinavian China Consultants Ltd. 
AS 
All the external interviews were conducted face-to-face. The first interview with 
Reinhardt Østrem took place in Shanghai. The second interview was in Jiangyin 
with Terje Monslaup, Rune Ottesen and Anny Zhang present. In addition, a trip to 
Jiangyin provided the authors with greater understanding and insight of the whole 
lifeboat production.  
 
3.3.4 Secondary data 
The advantage of using secondary data is that someone already has done the 
research and data collection. Because of this, it was cheaper and less time 
consuming for the authors to use secondary data.  
Based upon the research aim, secondary data has been used to get a better 
understanding of the players on the Chinese lifeboat market, FSM as a company 
and other issues that may be of importance when FSM establish cooperation with 
a manufacturer.  
Data has been gathered through both internal and external sources. The main 
internal sources were material provided by FSM and the company web page. The 
internal sources provided were a market survey, company information, product 
specifications, technology, financial status and so on. External information has 
been gathered through several sources to enhance knowledge about the market 
situation. The lifeboat engine market is constantly changing, as brands, 
manufacturers and new technology are entering the market. Therefore it has been 
of great importance to try to gather updated information, containing the latest 
changes in the market. As mentioned, there has been difficulties to find reliable, 
updated information in English about the Chinese lifeboat engine market. The 
mainly used external sources to find the desired information, has been based on 
online information, academic journals, textbooks and publications written by 
professionals in the area of interest 
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3.4 Validity and reliability 
Whether the researcher is planning a new analysis or evaluating an already 
performed analysis, it is important to consider how “good” the research is and 
how it should be structured. This is where the question about the research’s 
reliability and validity occurs.41 Bryman and Bell define them as: 
 “Reliability is concerned with the question of whether the results of a study are 
repeatable” while “validity is concerned with the integrity of the conclusions that 
are generated from a piece of research”42. 
Finding credible secondary sources was challenging and time consuming to 
locate. Even though there are several sources about the engine manufacturers 
activities and resources, it is not always simple to evaluate the total value 
delivered. To ensure the quality of the available information, the authors have as 
far as possible tried to search through reliable sources such as classification 
societies.  
When conducting interviews, subjectivity was taken into consideration. The 
reason for this was not to eliminate subjectivity, but to understand how it could 
influence the interviewee’s answers. It is of great importance to recognize how the 
interviewee’s viewpoints might be influenced of personal interest, so that the risk 
of bias due to subjectivity may be reduced43.  
 
Chapter 4:  Business Buying Process Theory 
Harald Biong states that The Business Buying Process is a complex and 
formalized process that aims to contribute to the organizations value creation44. 
The purchases often involve complex technical and economic considerations, and 
large amounts of money. The process might be seen as a predictable course of 
behavior when making a purchase. In the process there are interactions among 
many people at several levels of the buyer’s organization, and the buyer and seller 
                                                
41 Gripsrud, Olsson and Silkoset (2010) page 72 
42 Bryman & Bell (2007) page 40-41 
43 Ibid. page 423 
44 Biong, Nes (2009) page 79 
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tend to work more closely together and build long-term relations. In general this is 
a very time consuming procedure, which affects the entire company. It is easier to 
focus on making the right decision when the decision-maker has a broader 
understanding of the overall process and the prospects.  
To carry out the research aim and answer the research questions, the authors chose 
to apply the Business Buying Process. Due to the fact that FSM seeks to find a 
new manufacturer, it was appropriate to follow this process from problem 
recognition, until the end where the manufacturer is chosen and the new product 
and collaboration is evaluated. The authors therefore decided to use this process 
as a guideline. The reason it was chosen as a guideline, and not as a fundamental 
structure, was because the research aim only has an active role in some of the 
steps. Every step will be presented in this thesis, but the main focus was on 
answering the research aim.  
Because The Business Buying Process is originally a Western process, the authors 
found some weaknesses when applied to an alien market. The weaknesses are 
regarded with the importance of culture; this will be further portrayed in Chapter 
11. When a company is seeking a manufacturer in a foreign market, they need to 
be aware of the cultural differences. As FSM wish to locate a manufacturer in 
China; rivalry, business culture and cultural differences in China need to be 
recognized to get a better understanding of the Chinese business buying process. 
Because of the importance of emphasizing the understanding of the different 
factors, the authors have therefore used two external theories, Porter’s Five Forces 
and PESTEL analysis. These theories have been applied in Chapter 6, whereas the 
findings are in Chapter 10, while the analysis is in Chapter 14. The most 
important cultural issue is concerned with the Chinese business culture and the 
importance of guanxi. This issue is especially important now that FSM are 
looking for a new manufacturer and is highlighted in Chapter 10.3.1.  
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The Business Buying Process can be divided into eight different stages: 
 
Figure 4: Business Buying Process45 
In the model above, the different stages are highlighted in accordance to which 
steps are solely or shared responsibility of the authors and/or FSM. Blue 
emphasizes the part that has been done by FSM and green emphasizes what needs 
to be done by FSM, while yellow underlines the authors’ responsibility. As 
portrayed, the authors have conducted step 6, but FSM will make the final 
decision based on the authors’ recommendation.  
 
4.1 Introduction of the different steps 
Biong has defined the different steps as46: 
Step 1: Problem recognition 
Problem recognition is the first step in the Business Buying Process, and occurs 
when a company identifies a need, which can be resolved by acquiring a product 
or service. The problem recognition in this thesis and for FSM was presented in 
Chapter 1.1, Statement of the Problem. 
                                                
45 Biong, Nes (2009) page 80-82 
46 Ibid. page 80-82 
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Step 2: General need description 
In this step, a company needs to find a solution for their need(s) or problem(s). 
The solution might be to place an order at an already existing manufacturer or in 
other situations the company might start a complicated process to develop new 
technical solutions on complicated processes. FSM’s solution was introduced in 
Chapter 1.1, Statement of the Problem. 
 
Step 3: Product specification 
Further, the company needs to define the product specifications. These 
specifications need to be able to solve the need(s)/problem(s) the company is 
facing. This might be an easy or a more complicated operation. The desired 
product specifications are listed in Chapter 2.4, FSM’s Products. 
 
Step 4: Manufacturer search 
After the specifications are defined, the company needs to search for information 
about suitable manufacturers. A limited number of manufacturers will be 
contacted with a request of the best offer, price and delivery time. The 
manufacturer search will be portrayed in Chapter 12, Manufacturer Search. 
 
Step 5: Collection of offers 
At this stage, the company collects the offers from qualified manufactures. They 
also implement price negotiations and other conditions in the contract such as the 
delivery procedures, payment terms and so on. The collection of possible 
manufacturers will be presented in Chapter 19, Collection of Offers. 
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Step 6: Manufacturer selection  
This is the phase where the company needs to decide between the possible 
manufacturers. Before choosing a manufacturer, the company will specify the 
desired manufacturer’s attributes, and then rank them based on these attributes to 
identify the most suitable manufacturer. The recommendation of a manufacturer 
will be handled in Chapter 20, Manufacturer Selection.  
 
Step 7: Ordering and receiving goods 
After settling on a manufacturer, the company then places the order and receives 
the goods from the chosen manufacturer. The receiving of goods also include 
receiving elements in the contract such as installation. Although this is a very 
important step, it is not included in this thesis because this is something FSM will 
perform, and not the authors.  
 
Step 8: Performance review 
In the last step of the Business Buying Process, the company reviews the 
performance of the chosen manufacturer. The company evaluates if their choice of 
manufacturer has solved their need or problem, and if it has been satisfying 
according to their specifications. The performance review may lead to 
continuation, modification or ending the relationship with the manufacturer. As 
step 7, this step is not mentioned any further in this thesis.  
 
Chapter 5: Internal Analysis Theory 
This chapter will provide an overview of the theoretical framework used for the 
internal analysis. In order to identify the competitive advantage that can be used in 
FSM’s positioning strategy, the authors chose to use the VRIO framework. The 
ACE model was useful to get an understanding of the embodiment of attitudes 
and competence in FSM in order to achieve international success. The last internal 
analysis to be presented is the value chain, which was used to get a better idea of 
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what activities FSM is good at and therefore can lead to competitive advantage for 
the company. An internal analysis is conducted to identify the strengths and 
weakness of FSM. The analysis of the different models will be presented in 
Chapter 13. 
 
5.1 The VRIO Framework  
The VRIO analysis is a resource-based tool that is used for analyzing a company’s 
resources and capabilities, both tangible and intangible. Tangible resources have 
physical existence47, whereas intangible resources have no physical substance48, 
and are therefore harder to value. The idea is to find a set of resources and 
evaluate these based on if they are: valuable, rare, inimitable and/or organized49.  
• A resource is valuable if it helps the organization to deal with an external 
threat or to exploit an opportunity. It is normal to consider a resource as 
valuable if it is seen as efficient, has good quality, is innovative or brings 
out customer responsiveness. 
• A resource is only rare if it is not common in the industry in which the 
company operates.  
• A resource is inimitable if it is difficult for competitors to acquire it or 
make a substitute. Given enough time and money, almost any resource can 
be imitated. Intangible resources are considered fairly inimitable.  
• A resource is organized if a company’s other policies and procedures are 
organized to support the exploitation of its valuable, rare, and inimitable 
resources.  
 
The VRIO analysis can be used as a guide to identify what a company’s 
competitive advantages are. These resources should be considered when 
positioning themselves50.  
                                                
47 http://www.businessdictionary.com/definition/tangible.html  
48 http://www.businessdictionary.com/definition/intangible.html  
49 http://dictionary.reference.com/browse/intangible  
50 http://www.scribd.com/doc/2259137/VRIO  
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A sustainable competitive advantage is obtained when a resource is valuable, rare, 
inimitable and organized. A resource is considered as a competitive advantage if 
the resource is valuable and rare. The resource is considered a competitive parity 
if it is valuable, but not rare. And last, the resource is considered a competitive 
disadvantage if it is neither valuable nor rare.  
 
5.2 ACE-Model theory 
The authors used the ACE-Model to get an understanding of the internal 
environment of FSM. Solberg states, that it is the amount of internal involvement 
a company has to the internalization process that will decide a companies’ 
likelihood to succeed worldwide. In a successful international company, an 
implementation of an international culture is required. The ACE-model allows for 
an analysis of attitudes, competence, and the embodiment of these two factors 
within the company51.   
According to Solberg, it is important that the entire company has the “correct” 
attitude when participating in an international market. Their willingness to take 
risks, market orientation, attitudes towards other cultures and obstacles in the 
market is important aspects when expanding outside national borders. The second 
factor, competence, is skills and insight that differs a successful company from an 
unsuccessful company. The marketing mix is used as a tool to determine the 
ability of internationalization.  
Finally, internationalization also requires an embodiment of the two mentioned 
factors and their integration in the company. To succeed, a company needs to 
have internal support and involvement when entering foreign markets52. 
                                                
51 Solberg, (2009) page 138 
52 Ibid. 
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Figure 5: ACE model 
 
5.3 The Value Chain theory 
The Value Chain is a systematic approach that companies apply when doing 
strategic organizational planning in order to create more customer value. The 
chain identifies the company’s daily activities step-by-step. Competitive 
advantage can be achieved by cost reduction and/or differentiation. By acquiring 
this framework a company will identify, and understand crucial aspects in order to 
achieve competitive strengths to be able to maximize value for the customer. A 
company may choose to specialize in one or more activities, and outsource the 
rest.  
 
 
 
 
 
 
                                                                                                                          
      Page  38 
The chain consists of a series of activities53:  
 
 
 Figure 6: The Value Chain54 
 
• Primary Activities:  
o Inbound Logistics: Goods are received from a supplier, and stored 
before they are sent on the production line. 
o Operations: Products are manufactured or assembled. 
o Outbound Logistics: Products are finished and need to be sent 
along the supply chain 
o Marketing and Sales: Organization prepares to meet the targeted 
customers.  
o Service: All areas of service, including installation, after-sales 
service, training, customer service, and so on. 
 
• Support Activities: 
o Procurement: This division is responsible for all purchasing with 
aim to secure the lowest possible price of the highest possible 
quality. 
                                                
53 http://www.marketingteacher.com/lesson-store/lesson-value-chain.html 
54 http://msdn.microsoft.com/en-us/library/cc984967.aspx  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o Technology Development: Innovation is needed to reduce costs and 
protect sustainable advantage.   
o Human Resource Management (HRM): Recruitment, selection, 
training and development, and rewards are the driving forces 
behind the HRM strategy. 
o Firm Infrastructure: Corporate or strategic planning. 
Furthermore, the margin is a measure of how much value is added to the 
customer. 
 
Chapter 6: External Analysis Theory 
The external environment for a company consists of both the general environment 
and the industry environment. Analyzing Michael Porter’s Five Forces enables 
FSM to look deeper into how each environmental force affect the company. 
Additionally, the analysis will provide knowledge about the lifeboat industry. The 
analysis of the external environment will be presented in Chapter 14.1. Different 
elements outside FSM’s control can directly or indirectly influence FSM’s ability 
to succeed on the Chinese market. To get a better overview of the opportunities 
and threats on the targeted market a PESTEL analysis will highlight important 
factors. The PESTEL analysis is presented in Chapter 14.2.  
 
6.1 Porter’s Five Forces Theory 
Michael Porter’s Five Forces is a strategy to help companies understand that 
competition for profits goes beyond established industry rivals, to include four 
other competing forces: manufacturers, customers, potential entrants and 
substitutes. Rivalry results from the mentioned forces, and defines an industry 
structure that shapes the competitive interactivity within an industry. An industry 
will be less attractive if the forces are intense and aggressive55. 
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According to Biong, research has shown that several companies are moving 
towards collaborative relationships, and away from a strictly competitive 
strategy56. This means, having a relation will enable a long-term interaction 
between the counterparts. Buyers and manufacturers will then repurchase, giving 
the company a more sustainable advantage than the competitors, new entrants 
and/or substitutes. Relations will therefore be considered in the analysis. 
While Porter’s Five Forces is a very important tool, it still has some limitations. 
Today’s industry is changing rapidly with new technology and innovation, and the 
model is only a snapshot of a moving picture57. This limitation does not make it 
invalid, but it needs to be used as a part of a larger framework when conducting a 
strategy. The different forces in the model are58.  
 
 
Figure 7: Porter’s five forces 
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• Threat of New Entrants: New entrants with the desire to gain market share 
can put pressure on prices, costs and the rate of investment necessary to 
compete. 
• Bargaining Power of Buyers: The customers value will increase if they 
force down prices, demand better quality or more service and generally 
play the participants up against each other – all these factors will affect the 
industry profitability59 
• Bargaining Power of Manufacturers: Manufacturers can achieve power by 
charging higher prices, limiting quality or service or shifting costs to 
industry participants60. 
• Competitive Rivalry Within the Industry: The effect on profits depends on 
the intensity and number of competitors. When the competitors compete 
on price discount, new product introduction, advertising campaigns and 
service improvements the profitability will be limited61. 
• Threat of Substitutes: A substitute product or service performs the same or 
similar function, but by different means. If the existing substitute is able to 
cover the same needs as the original product to a lower price, they become 
a large threat62. 
 
6.2 PESTEL Theory 
There are many factors in the macro-environment that can affect a company. A 
well-executed PESTEL analysis can help to ensure that the company’s 
performance is positively aligned with the powerful forces of change that affects 
the business environment. This analysis is important when companies decide to 
enter new markets and new countries, as it can help in getting a better overview of 
                                                
59 Porter, Michael (2008) page 83 
60 Ibid. page 82 
61 Ibid. page 85 
62 Ibid. page 84 
                                                                                                                          
      Page  42 
the factors outside of the company’s control. The PESTEL framework divides the 
environment into six different factors63: 
• Political factors: Refers to the government’s policy such as the degree of 
intervention in a country. The political arena has a huge influence on 
business regulations and how consumers and businesses function in the 
country.  
• Economical factors: Economic factors may be interest rates, inflation and 
exchange rates. Changes in an economy may have a major impact on a 
company’s behavior and it is therefore important to consider the economy 
in both short- and long term.  
• Sociocultural factors: Companies working in the international market 
needs to have insight in social and cultural influences on business in the 
market they are operating in. It is very important that factors such as 
language, norms, values and attitudes are considered.  
• Technological factors: New technology creates new products and 
processes, which is vital for competitive advantage within an industry. 
Technology allow products and services to be offered more cheaply, more 
environmental and/or with better standards and quality. 
• Environmental factors: Concerning the environmental issues, the 
government may provide restrictions and possibilities for different 
industries. These restrictions force companies to take responsibility of 
manmade factors such as pollution.  
• Legal factors: The legal system differs from different countries, and the 
company needs to follow the legal standards when doing business in a 
certain markets. Legal factors also include legal international agreements 
such as the EU, the World Trade Organization (WTO) and the Association 
of Southeast Asian Nations (ASEAN).  
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Figure 8: PESTEL-model 
 
Chapter 7: SWOT Theory 
A study of the internal and external environment is a significant part of the 
strategic planning process. Internal environment factors to the company can 
usually be classified as strengths (S) and weaknesses (W), and the external 
environments can be classified as opportunities (O) and threats (T). Such an 
analysis of the strategic environment is referred to as a SWOT analysis64.  
• Strengths determine the strong resources and activities in a company from 
both internal and external customers. It is a resource advantage in relation 
to a company’s competitors and the market needs that the company serves 
or expects to serve. 
• Weaknesses determine the weaknesses of a company from both the 
company’s point of view as well as the customers. It is a limitation or 
                                                
64 http://www.coursework4you.co.uk/essays-and-dissertations/swot-analysis.php 
                                                                                                                          
      Page  44 
deficiency in resources or competencies that prevent an effective 
performance in relation to their competitors. 
• All the opportunities in the market, such as establishing new relationships, 
technology and government policy.  
• Threats are external factors outside of the company’s control that need 
attention in order to be prepared to face them when necessary. Threats are 
an unfavorable situation in an organizations environment, such as entrance 
of new competitors and slow market growth.  
In other words, the SWOT analysis views negative and positive factors inside and 
outside of a company that have an effect on the success of the company. The 
following figure shows a SWOT analysis framework: 
 
 
Figure 9: SWOT Structure 
 
7.1 Critical evaluation of the SWOT analysis 
The SWOT analysis is used to provide a basic framework of strategic analysis, 
and identifies simplified and/or general internal and external findings. The 
analysis has been criticized for resulting into a general outcome and does not 
allow for proper communication, discussion, and verification of all external and 
internal factors proposed by all involved. The SWOT analysis could therefore 
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prove less reliable an output to the strategy generation process than they are 
capable of being65.  
 
Chapter 8: Strategy Theory – COWS 
After locating potential manufacturers and completing the SWOT analysis, the 
authors evaluated the different options. In order to recommend the best suitable 
manufacturer a decision-making matrix known as COWS was applied.  
COWS is a method that describes all the information applied to reach an objective 
decision66. The acronym is defined as: 
• Criteria: A hierarchy of decision criterion that are emphasized 
• Options: Different alternatives a company may choose from 
• Weights: A weight needs to be assigned to every criterion in order to 
reach a final decision based on importance. 
• Score: Each option is rated by an assigned score or rating against each 
criterion.  
In Chapter 19, the authors introduce the possible manufactures, while the criteria 
are presented in Chapter 20. 
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Part III: Findings 
This part will elaborate on research findings from both the industry- and general 
environment, which will provide a basis for answering the research questions 
presented in subchapter 1.3.  
  
Chapter 9: Lifeboat Market 
In this chapter, the authors wish to portray today’s international and Chinese 
lifeboat market. Because FSM are hoping to expand their sales in China and Asia, 
both markets have been taken in consideration.  
 
9.1 International lifeboat market  
Besanko et al. defines a niche strategy as a focused strategy, which includes that a 
company either offer limited product range, or serve their products to a limited 
range of customers67. This definition can be applied about the lifeboat market 
because of the market size. The demand for lifeboats are dependent on the 
manufacturing of ships and platform rigs, and on average, 6000 lifeboat vessels 
are produced annually worldwide68. However, it is important to note that this is 
including high-speed rescue boats where FSM is not yet present. If these rescue 
boats are excluded, the annual amount of vessels produced is 4000. Further in this 
thesis, the market emphasized is the one where FSM are currently in. Regardless 
if high-speed rescue boats are excluded, it is therefore considered as a small 
market and a focused strategy should be applied. In addition to being a small 
market it is also global and actors should be prepared to meet international 
competition. 
China is the leading manufacturing country of lifeboats as 3000 lifeboats are 
produced annually. The largest quantities of lifeboats are produced in Jiangyin in 
the Jiangsu province. With its annual production of 2000 vessels every year, 
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Jiangyin is referred to as “the lifeboat city” in China69. The most important 
manufacturing countries after China are Norway and Japan. Three of the biggest 
companies are: 
• Jiangyinshi Beihai LSA CO., Ltd (Beihai), a Chinese company, is located 
in Jiangyin and is the biggest manufacturer of lifeboats in China with an 
annual amount of 500 lifeboats a year70.  
• Nor-Safe AS is one of the oldest boat-building companies in Norway 
specializing on lifeboats. Since the foundation in 1903, they supplied more 
than 18,000 lifeboats to the global ship market71.  
• Shigi Shipbuilding was established in 1934, and is one of the largest 
lifeboat manufacturers in Japan72.  
When it comes to deciding suppliers of lifeboat engines it is the ship-owners that 
have the prior responsibility. However, in most cases the ship-owners assign this 
responsibility to the lifeboat manufacturers. The manufacturers set high value on 
price and convenience73. The quality in the lifeboat engine industry is in general 
very good, and all the engines are built in accordance to international standards, 
for that reason a lower priced engine is often preferred. Also, if something should 
be wrong with the engine it is a positive feature if the engine manufacturer is 
located close to the lifeboat manufacturer in order to make the service for their 
costumers more effective. These aspects are important matters for the lifeboat 
engine suppliers to be aware of. 
Recently there has been a trend in increasing demand for lifeboats. Jiangyin has 
increased their amount of lifeboat vessels by 700 units per year since 2004. The 
increasing demand has also been confirmed from other sources. An article in The 
Telegram74, states:  
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“Offshore oil companies all over the world are upsizing their evacuation systems 
and ordering extra lifeboats for their production platforms, drill rigs and supply 
ships.” 
Lifeboats today are built according to the specifications of SOLAS, which define 
a set of standards that manufacturers should follow. One of them is that the 
average passenger weight is set at 75 kg. Today the average weight of a male 
offshore worker is estimated at 98 kg, while the average woman is about 77 kg. 
This results in an imbalance in available space in the lifeboats and number of 
workers. A lifeboat originally designed to fit 90 passengers only has enough space 
for 67 passengers according to the larger worker average weight measurements. 
This may be of great importance for the lifeboat- and the lifeboat engine 
manufacturers as they may be able to increase their sales. 
 
9.2 Major Competitors 
FSM faces several major competitors in the lifeboat engine market today. This 
subchapter will provide an introduction to SiYang, BUKH and Yanmar, and two 
additional smaller competitors.  
 
9.2.1 SiYang 
Zhen Jiang SiYang Diesel Engine Manufacturing Co., Ltd (SiYang) is a Chinese, 
company and a big supplier of lifeboat engines located in Jiangsu province. The 
company is a holding company by Jiangsu University of Science and Technology, 
which also take care of many of their branding activities75. The engines produced 
by SiYang are approved according to all the required standards, including some of 
the biggest classification societies, mentioning Det Norske Veritas (DNV), 
American Bureau of shipping (ABS), Bureau Veritas (BV) and Lloyds Register of 
shipping (LR). SiYang proves to be an international supplier of lifeboat engines 
by not only meeting the demands for lifeboat engines in the domestic market. 
Their engines are also exported to Norway, South Korea, North Korea, Japan, 
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Singapore and other countries in the Southeast Asia76. SiYang is the biggest 
competitor to FSM today, and holds a market share of approximately 50 percent77. 
One of their main advantages is proximity to the lifeboat market, as about half of 
the world’s lifeboats are produced in the Jiangsu province78. Another reason for 
being the preferred lifeboat engine supplier is their competitive prices.  
SiYang’s website states that they are insisting on faith of science and technology 
as a forerunner; manufacturing good quality products and providing perfect after 
service79.  
 
9.2.2 BUKH AS 
BUKH AS (BUKH) is a Danish brand and its history dates back to 1899. In 1970, 
the company concentrated great resources in production of lifeboat engines, 
making them a serious player in the market80. In 1995 BUKH came under the 
ownership of Aabenraa Motorfabrik, which in 2010 changed their name to BUKH 
AS81. Currently the company employs approximately 45 people. The company is 
an original equipment manufacturer of BUKH engines, which means that they are 
one of the few remaining manufacturers in the world who are not just marinizing 
other companies’ engines. This means that the full responsibility lies with them if 
any problems should occur with the engine. The BUKH engines have more than 
22 different type approvals from various marine authorities, both national and 
international82. In addition to their BUHK engines, they also market the 
Australian "BUKH+STEYR SOLAS engines", and the Finnish "ALARMIN water 
jets" for fast rescue boats. Today the company has about 15 percent market share 
in the international lifeboat engine market83 and enjoys good reputation due to 
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their long experience and good quality. Their slogan, Powering Marine Safety84 
helps underline their quality aspect. 
 
9.2.3 Yanmar CO., Ltd. 
Yanmar CO., Ltd. (Yanmar) is a Japanese company, founded in 1912 as Yamaoka 
Hatsundoki Kosakush. The company has since then, gone through several name 
changes until they in 2002 settled on their current Yanmar Co., Ltd85. The 
company encompasses a market share of about 8-10 percent in the lifeboat engine 
market, about the same as FSM86.   
As the company is closing up to their centenary in 2012 they aim to deliver value 
as an organization guided by the key themes of "global", "speed" and "challenge".  
 
9.2.4 Additional competitors 
Naturally, there are other competitors on the market, and worth mentioning are the 
Korean brands, Hyundai and Daewoo. They are large cooperation’s with 
operations in several industries. Still, they are relatively small players in the 
lifeboat engine market, but both have the potential of increasing their market 
shares, making them a potential threat for FSM.  
 
Chapter 10: General Environment 
This chapter will portray the findings related to the general environment within 
the PESTEL. 
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10.1 Political factors 
The Communist Party is the basis for the continued stability in China, which in 
turn is the foundation for increased prosperity for the people. One of the party’s 
biggest success factors is its ability to implement measures that balances 
everyone’s interests. This task will be as important in the future as it is today in 
order to continue the stability in the country, and to remain the only party able to 
be elected, and maintain the tremendous power the government has today87.  
In the beginning of year 2011, the party developed the country’s 12th Five-Year 
Plan (2011-2015). The Five-Year Plan is a document on areas of focus for the 
government in the following years that shapes the nation’s economic and social 
development.  
The new Five-Year Plan seeks to achieve a more balanced approach to growth 
and development, with focus on the environment, livelihoods and what officials 
call “administrative reforms88.”  
During this PESTEL analysis a larger scope of these targets will be described.  
 
10.1.1 World Trade Organization:  
Joining the WTO was an important event for the development of China in the 
beginning of the 21st Century. A WTO membership opened up China’s market 
for further international trade and investment, and unlocked the world economy 
for China’s exports. There are a lot of different opinions on China joining the 
WTO. Some observers see it as an optimistic force for China’s economic 
development. Others are worried that the competition of foreign imports and 
foreign enterprises in China might obliterate important domestic enterprises in 
China’s agricultural sectors, service sectors and manufacturing89. 
Two of the conditions for China to enter the WTO were: 
• Lowering of tariffs for imports  
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• Permission of foreign firms to sell directly in the Chinese domestic markets  
The impact on legal institutions included changes in formal institutions and laws, 
and secondly in the legal behavior of Chinese people. The WTO membership has 
asserted an optimistic result on China’s modernization of its legal system, as 
China has traded more with foreign countries.  
10.1.2 ASEAN-China Free Trade Area 
ASEAN-China Free Trade Area (ACFTA) is a free trade area (FTA) among the 
ten member states of ASEAN and China that came into effect the 1st of January 
2010. ACFTA is the world’s largest free trade area in terms of population, and the 
third largest in terms of nominal gross domestic product (GDP)90.  
The ASEAN organization consists of six original countries – Brunei, Indonesia, 
Malaysia, the Philippines, Singapore and Thailand - and four new member 
countries, Cambodia, Laos, Myanmar and Vietnam. After the establishment of the 
ACFTA agreement, over 90 percent of the commodities traded between China and 
the six original countries of ASEAN has no tariffs. China’s average tariff on 
goods from ASEAN countries was cut down to 0,1 percent from the previous 9,8 
percent. In 2015, it is expected to expand the zero-tariff rate to trading between 
China and the additional four new ASEAN members91.  
With the new FTA framework: trade, service and investment between ASEAN 
member countries and China are easier transacted, and the bilateral trade has a 
rapid growth. Even though more products will be imported at lower rates, the 
agreement will lead to fierce competition in selected industries. Chinese 
manufacturers are good at cost control, and the market share of enterprises from 
ASEAN will struggle to meet the powerful Chinese manufacturers if they do not 
become more competitive quickly92.  
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10.1.3 Focus on infrastructure: 
In order to keep pace with the rapidly increasing manufacturing sector, China has 
acknowledged the importance of developing the transportation and logistics 
sector. Technical innovation in infrastructure has therefore been an area of focus 
for the Chinese government the recent years. Since the realization that the 
economy no longer could grow with deficiencies in infrastructure development, 
there is and has been a massive upgrade of the transportation infrastructure in the 
country. In order to keep the economy moving forward, it is crucial to have an 
efficient system in order to transport goods and people across the 9.326 billion 
square km land mass93. The improvement of the 16 major shipping ports makes 
greater use of China’s waterways. Airports, highways and rail tracks are also 
being improved across the country. The investment in high-speed train lines 
between main cities makes the logistics less time consuming and more efficient.  
 
10.1.4 Corruption  
Corruption can be defined as:  
“Giving or obtaining advantage through means which are illegitimate, immoral, 
and/or inconsistent with one's duty or the rights of others. Corruption often 
results from patronage”94. 
The Chinese government has some issues that need supervision and solutions to 
increase the prosperity for the people. A survey published in China Daily 
indicated that nearly 60 percent of the respondents saw corruption as the most 
damaging cause to China’s reputation abroad, ahead of pirated goods and 
pollution95. The government is now focusing on identifying corrupt executives of 
state- owned enterprises, by establishing a commission to get a better supervision 
of the problem – The Communist Party’s Central Commission for Discipline 
Inspection96.  
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A new report on the fight against corruption reveals that the authorities say that 
more than 200.000 cases have been investigated since 2003. The report 
acknowledges, 
 “Since the relevant mechanisms and systems are still incomplete, corruption 
persists, with some cases even involving huge sums of money”97.  
The Chinese President Hu Jintao vows that the Communist Party of China and the 
Chinese government will fight corruption, with greater determination and more 
forceful measures. Hu also said that the work would be done with the fundamental 
interests of the majority of the people as a main concern.98.  
An additional aspect of corruption is unclear borderlines between what may be 
seen as unethical. Gift giving is one of the most pleasant and important customs in 
China, but can at the same time be the most difficult custom to understand for 
foreigners. The lines between gift giving and corruption are often blurred and 
therefore it might be an issue to be aware of when doing business in China99. 
 
10.2 Economical factors 
The years after the opening and reformation, the government has had an 
unambiguous focus on growth in the Chinese economy. Recently, the Communist 
leaders have acknowledged that a lower growth must be accepted in order to 
rebalance the economy and succeed with its reforms. In the first quarter of the 
Chinese macroeconomic report for 2011, all the numbers are increasing: 
• The GDP increased from 9,8 percent in the previous quarter to 9,7 percent 
on an annual basis in the first quarter of 2011.  
• The industrial production increased 14,8 percent on an annual basis in 
March 2011, when it was expected a growth on 14,0 percent. 
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• The production rates increased 7,3 percent on an annual basis in March 
2011, from 7,2 percent the month before. This was as expected100.  
The imbalance in Chinas economy is becoming clearer. The surplus in foreign 
trade is increasing and has made the Chinese very unpopular among its main 
trading partners, especially the U.S. At the same time investments have a larger 
share of GDP, which most likely lead to excess capacity101.  
China recently received criticism for their Chinese currency policy from European 
and U.S. leaders. There has been a big debate about China still keeping its 
currency at low levels despite strong pressure from the U.S. to let the Yuan 
appreciate. Experts and the US believe the Yuan exchange rate is artificially 
weak.102 China’s Prime Minister, Wen Jianbao, asks for patience and reiterated 
that the Chinese currency would gradually be strengthened against the dollar. 
Jianbao states, it the Yuan is not stable; it may create a disaster for China and the 
world. This is because if the Yuan becomes strengthened by 20 or 40 percent, 
many factories will be shut down, which may create instability in the world103.  
To reduce the imbalance in the Chinese economy, the new five-year plan focuses 
even more on the importance to create a more “correct” growth, instead of 
economic growth. The phrase “economical development” is mentioned thirteen 
times, while “economic growth” only two times104. One of the goals in the new 
five-year plan is for the GPD to grow about 8 percent in the year 2011. The 
domestic market is also in focus, and the government wants to shift focus away 
from investing towards enhancing the Chinese standard of living through higher 
wages, and thereby increase private consumption. In addition to this, lower 
availability on cheap labor in China leads to higher inflation105. When inflation is 
high, money decreases their value faster than when inflation is low. The prices 
have started to increase in China and this can lead to consequences for the 
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population’s welfare and the social stability. The government highest priority at 
times like this is to ensure macro-economic control that can keep prices stable106.  
 
10.2.1 The Good-Enough market  
The changes in the Chinese economy the last years have been enormous. As a 
result of this, Gladiesh et al. claims that a “good-enough”-market has emerged107. 
This segment is characterized by reliable enough products at low-enough prices to 
attract the Chinas fast-growing cohort of midlevel consumers. The recent years 
there has been a trend that wealthy companies are less willing to pay a very high 
price for premium products if there is a good alternative that costs less. Many 
companies with rising incomes are trading up from the low-end products they 
previously purchased. Traditionally, the structure in China has been simple, 
meaning that foreign multinationals served the high-end segment and local 
Chinese businesses served the low-end segment. Now that this additional segment 
is becoming increasingly important, the structure is about to change and foreign 
and local companies are becoming more equal.  
 
10.3 Sociocultural factors  
The Chinese business culture differs from Western business culture, because it 
contains several other characteristics. The art of doing business in China can be 
difficult if a company is not familiar with the culture and the contexts. Richard 
Gesteland explains that there is different business behavior in north and south, in 
the costal and interior provinces, and in Hong Kong and the mainland of China. 
However, a basic description holds truth in the entire country108. 
Gesteland states, the Chinese business culture is a hierarchical culture, where 
younger employees have to pay respect to older executives109. This differs from 
the Norwegian egalitarian culture, where statuses are less emphasized. Another 
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important aspect is that Chinese business evolves around relationships. Before 
you can make a deal, you need to make a friend110. Socializing and small talk is 
very important in China. Showing the counterpart a contract early in the process is 
not a smart move, as it will be seen as a sign of bad faith. The Chinese executives 
might sign the contract, but that does not mean the contract will carry any 
obligations for them. In the Chinese context, a contract means that both sides are 
getting closer to developing a relationship, not that a fundamental agreement has 
been settled. This way of thinking originates from their pragmatic way of life. 
Because of this, a potential deal must be done in the Chinese way with trusting 
relationships, not through a strict contract to seal a deal as soon as possible. 
Kristoffersen explains that in the Chinese business culture, short-term monetary 
earnings are highly preferred. This preference instigates from their turbulent 
political past, which resulted in thinking that money was the only security they 
had111. Because of this, Chinese investors often insist on the Western counterpart 
to bring the economical funds, while they will bring in other factors, as for 
instance local knowledge. Chinese investors have a tighter control over their 
economy, and may therefore be less willing to risk their monetary112.  
 
10.3.1 Guanxi and mianzi 
The most essential concept everyone who is doing business in China needs to 
know is the importance of guanxi. This concept is often translated into 
“relationships” or “network”, but it is much more complex than that. It is based on 
long-term relationships with reciprocity. Frank T. Gallo explains that there are 
very high expectations that people with guanxi will give and receive favors over a 
long period of time. To explain how guanxi differs from the Western term 
network, Gallo states that people in China will do much more in spirit of guanxi, 
than what someone in the West might do in their social network113. Guanxi can be 
seen as special treatment, as for instance in business, bending of the rules, 
elimination of less-consuming bureaucracy, faster schedules and lower prices in 
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common114. Because of the weaknesses in the legal system, guanxi is a concept 
for mutual beneficial exchange. It is a powerful way to ensure security without the 
protection of a legal system; people will not go back on their words. 
To better understand guanxi, another important aspect needs to be defined. 
Kristoffersen states that mianzi is important in Chinese social interaction115. 
Mianzi is a concept about face. Having mianzi shows personal dignity; this can be 
earned and easily lost or taken away. To treat a higher person as a subordinate is 
an insult and lack of respect. Kristoffersen further states, your mianzi is 
interdependent to your guanxi116. Persons and businesses that have good mianzi 
will have the opportunity to build great guanxi. 
 
10.4 Technological factors 
China is aware of the importance of promoting technological advancement to 
serve the purpose of economic development. China cannot just be seen as a 
country with a low-cost labor force anymore and therefore needs to increase the 
capacity for technical innovation117. In the 12th Five-Year Plan, development of 
technology is of importance. To achieve the development goals of the country’s 
Five-Year Plan, scientific technologies and independent innovation capabilities 
will be the key to technical advancement118. The development of Chinese high 
technology will create opportunities for both foreign and Chinese businesses by 
enhancing overseas cooperation in both technologies and investment.  
 
10.5 Environmental factors 
China has for many years been struggling with environmental issues. Today, 
China is a developing country of responsibility, and attaches great importance to 
the issue of climate change. The National Coordination Committee on Climate 
Change was established in June 2007. Series of policies and measures to address 
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climate change has been taken in the overall context of national sustainable 
development strategy, making positive contributions to the reduction of and 
adaption to climate change.119  
 
10.6 Legal factors 
The Chinese legal system can be seen as a hybridization of the civil law with 
common law characteristics.120 The fusion of traditional Chinese views on the rule 
of law, China’s socialist background, and a traditional civil law combined with 
certain common law characteristics, has influenced the legal system. However, the 
implementation of law and regulations are still challenging, and are often 
neglected. Arbitration has for a long time been the most common approach to 
settle disputes.121   
On the other hand, WTO membership has ushered and accelerated radical changes 
in China. The recent years, the Government Procurement Law, the Administrative 
License Law, and the Administrative Procedure Law are some of the laws that 
have been regulated.122  
 
10.6.1 The Value of a Contract: 
With the membership of WTO and several international companies located in the 
country, China has seen the necessity of creating a predictable and transparent 
business environment. The Chinese government has done a lot to make sure 
contracts signed in China are respected, and that international companies feel that 
it is useful to prosecute the breach in the Chinese legal system123. However, there 
are still differences of what is adopted at the highest level in the capital, Beijing, 
and how things are practiced locally. In some cases, guanxi is of higher 
importance than the contract. In other cases, when the contract is followed, the 
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foreign counterpart still needs to remember that the contract is a letter of intent 
that needs continued attention. 
Chinese prefer that a contract can be negotiated, and will often make sure that 
clauses in the contract have room for interpretation. Flexibility is highly valued 
because it makes it easier to get out of a potential unwanted situation and in this 
way save face, mianzi. A signed contract means that the counterparts have reached 
a mutual understanding of where the parties stand. This is a good basis for a 
lasting relationship where negotiations are a part of the everyday life124.  
 
10.6.1 Intellectual Property Rights 
For a long time China has had a poor reputation for protecting intellectual 
property. After the Chinese membership in WTO there have been positive 
improvements within intellectual property rights (IPR). However, there has been 
minimal progress in establishing an effective enforcement system, which has an 
impact on almost all industry sectors125. Counterfeiting and piracy are widespread 
in China and affect both domestic and foreign brands on both the Chinese and the 
foreign market today. IPR does not only amount for a tremendous loss to the IPR 
holders, but also raises consumer health and safety concerns, since counterfeit 
products rarely meet the same quality standards126. 
During the interview with Reinhardt Østrem, he explained an example of the fear 
of being copied in China. When attending trade shows in China, the buyer will 
rarely be exposed to the newest models before the seller trust their interest in the 
product and believe that the buyer do not have any underlying intentions to copy. 
All products that are highly demanded seem to be copied in China. For some of 
the smaller companies, it will be very time consuming and require many resources 
to follow up a copying case in the Chinese law system. One general rule is that 
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companies that possess a technology that absolutely cannot allow to be copied 
should not transfer this technology to China127.  
 
Chapter 11: The Chinese Socioculture’s Role in the 
Business Buying Process 
As stated in Chapter 4, the authors found some weaknesses in the Business 
Buying Process. As the process is constructed from a Western point of view, these 
weaknesses are related to lack of adaption in the process when applied in foreign 
markets with different culture and norms.  
When relating the Business Buying Process to China, it is important for 
companies to know how the Chinese socioculture may have an influence in terms 
of which steps in the process will be affected and how. Communication is 
essential in the Business Buying Process and companies need to recognize the 
different ways of communication. Especially the concepts of guanxi and mianzi 
are important issues, which is related to network and social etiquette. Internal 
communication is a fundamental requirement during the process, but this chapter 
will elaborate the importance of external communication with Chinese.  
In the first three steps, external interaction is necessary to a certain degree when a 
company needs to identify their problem and describe General Needs. When a 
product is not doing well in the market, an understanding of the market is vital. 
This market orientation may define if a product should be custom-made. These 
steps are somewhat the foundation of a market orientation when locating 
manufacturers.  
Guanxi and mianzi is two vital aspects when entering step four and five. When 
searching for manufacturers several methods are utilized, but the most effective 
way in China is through guanxi. As mentioned earlier, guanxi enables a company 
to easier establish contact with manufacturers. How a company should proceed, 
needs to have a base in mianzi. Appearance, behavior and communication need to 
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be adapted to the culture. Also, when collecting offers these aspects need to be 
present.  
During step six, Manufacturer Selection, interaction with the culture is not 
necessary. A company has by now increased their knowledge about the problem 
and how to approach the culture. In this step a selection should be based on an 
impartial evaluation method. If a company establishes a good guanxi with the 
selected manufacturer, this may influence step seven of ordering and receiving 
goods. The Chinese counterpart might focus more on effective logistic, and 
delivering according to the specifications if they wish to maintain guanxi with the 
company. The Chinese manufacturer might be more interested in the company if 
they already have a large network and therefore strong guanxi. Additionally, the 
specifications should be communicated in a way that may reduce any 
misunderstanding about what product is desired 
If all the previous steps are conducted thoroughly, a company will hopefully find 
no problems in the last remaing step when reviewing the manufacturer. A 
preformance review of the collaboration will be based on if the company’s 
problem has been solved.  
 
Chapter 12: Locating Manufacturers 
This chapter is the essential part of the Business Buying Process and the research 
aim. As mentioned, the authors’ responsibilities in the Business Buying Process 
were the search and collection of offers. The methods used during the 
manufacturer search are presented. The collections of offers are presented in 
Chapter 19. 
 
12.1 Manufacturer Search 
Throughout the manufacturer search, several methods were used. Firstly, the 
authors made an account on three different online databases: 
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• Alibaba.com: Global leader in e-commerce for small businesses and the 
flagship company of Alibaba Group. It was founded in 1999 in Hangzhou, 
China, with the aim to ease global business. They established an online 
marketplace were members can communicate on three different platforms; 
global trade with import and export, domestic trade in Chinese and also a 
Japanese trade. All together, this holistic marketplace form a community 
of more than 61 million registered users in more than 240 countries and 
regions128.  
• Made-in-China.com: As a pioneer, founded in 1996, and leader in the 
field of electronic business in China, this search engine is bridging the gap 
between global buyers and Chinese suppliers. Their mission is to enable 
clients to drive costs down and increase sales and profits with effective 
web-based solutions129.  
• Global Sources: Provide sourcing information to volume buyers and 
integrated marketing services to suppliers. By facilitating business-to-
business, their core operations is to smooth the progress of trade from 
China to the world130.  
By creating an account on these search engines, it was easier for the authors to 
search, contact several manufacturers, and to some extent collect information 
about them.  
The second method applied, was by searching through the different Classification 
Societies web pages. They have listed several certified manufacturers in different 
industries. The authors searched for engine manufacturers, which in turn were 
contacted. Classification societies used were: Det Norske Veritas (DNV), Bureau 
Veritas (BV), Germani Scher Lloyd (GL), Lloyds Register of Shipping (Lloyds), 
American Bureau of Shipping (ABS) and Nippon Kaiji Kyokai (NK). The last, 
and most efficient, method used was searching through contact persons. 
Throughout the project, the authors established contacts with several qualified 
persons such as Mr. Roland Jia Bin who helped the authors establish contact with 
several manufacturers more easily. 
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The authors constructed an offer that was sent to different manufacturers by 
email. The content of this offer was an introduction to FSM and their desire to 
manufacture in China. At the end, the specifications from FSM were included. 
Some of the manufacturers replied with an offer commenting on the specifications 
and a product catalogue of engines they already produce. These catalogues 
provided an insight in their ability to produce FSM’s engines. The authors have 
not included every manufacturer with whom they have communicated with in this 
thesis, because some were more suitable than others. Even though not all of them 
are mentioned in this thesis, the authors forwarded every offer received to FSM as 
they have the final saying in what manufacturer will be chose.  
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Part IV: Analysis 
In this part, the authors will analyze the internal and external findings and in the 
end of this part, a SWOT analysis of FSM is included to summarize the internal 
and external analysis. 
 
Chapter 13: Internal Analyses of FSM  
This chapter will provide the internal analysis of FSM. As mentioned in the 
internal theory, several frameworks and models are included to portray FSM’s 
strengths and weaknesses.  
 
13.1 VRIO Analysis 
Because an evaluation of a company’s resources and capabilities will help the 
company in knowing which resources they should focus on or improve, the 
authors applied a VRIO analysis. A selection of FSM’s resources was evaluated 
based on if they were valuable, rare, inimitable and/or organized. 
 
13.1.1 Service 
This resource is not valuable for FSM today as they do not have a service station 
in Asia. The lack of service station close to the largest lifeboat market makes it 
more costly and time consuming for FSM than for the competitors that are located 
in Asia. As mentioned in chapter 2.5, FSM conducted a survey among their 
customers, where they received 2,5 on the service resource. Service as a resource 
is not rare and the competitors to a certain degree also provide a service for their 
costumers. Some competitors are better than others and a positive asset in terms 
of service in the lifeboat engine market is to be close to their costumers. Due to 
the fact that service is neither a valuable nor a rare resource for FSM, it must be 
seen as a competitive disadvantage. However, when the new Frydenbø SABB 
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engine will be produced in China, the local manufacturer will most likely take 
care of the service of the engine, which will result in reduced delivery-time and 
make it less costly for FSM to provide good service. This means, the experienced 
service will improve, creating more value for both FSM and the customers. 
Providing service on the engines is not an inimitable resource. On the other hand, 
having a good service can provide a good reputation that can be hard to imitate. 
Therefore, this resource can be seen as both tangible and intangible. The service 
provided today is well organized in FSM, as they coordinate service workshops 
for repair and maintenance around the world. Their main disadvantage is therefore 
the distance to the market. 
 
13.1.2 Customer Service  
Customer service has always been a valuable resource for FSM. In the survey 
they scored a total of 4,5 on this resource. Because this resource is valuable, but 
not rare, it results in competitive parity. As mentioned earlier, FSM conducts their 
costumer service by applying close contact with the Asian lifeboat market by 
customer visits twice a year, as well as daily/weekly email and telephone contact 
with all their customers in this market. The customers are mainly lifeboat factories 
where they have established close relationships with key personnel with whom 
they interact continuously. Having a good customer service is absolutely a 
positive resource; in addition, it is an intangible resource making it hard to 
imitate. FSM are taking advantage of their reputation on customer service and it is 
well supported, as they organize and execute company visits on regular basis. 
They also have a continuous dialogue with customer, making customer service 
organized in their company. 
 
13.1.3 Quality 
The quality of the product is of great value for FSM, and all of the engines are 
delivered according to Nordic and international standards. In the survey FSM got 
the highest score on quality. The quality asset is not rare; in fact it is crucial in 
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this safety industry. Their competitors must also be seen as quality suppliers of 
lifeboat engines, leaving FSM with a competitive parity. Along with the high 
degree of quality in the market, also comes that quality is not inimitable. Due to 
today’s advanced technologies, and given that a company has enough financial 
resources quality can easily be imitated. However, the quality resource is very 
well organized and this can be seen through their efforts regarding certification 
and adoption of international standards. FSM’s employees have high knowledge, 
competence and experience and the recourse is made use of in their current 
communication. 
 
13.1.4 Brand Recognition 
This is also a valuable resource that FSM scored high on in the survey, obtaining 
a score of 4,5. The Frydenbø SABB brand has existed for a long time and 
represents reliability and quality. However, FSM is not the only brand in the 
lifeboat engine market that enjoys high brand recognition. Therefore it is not a 
rare resource, making brand recognition a competitive parity for FSM. On the 
other hand, this is one of the few assets that are difficult, if not impossible, to 
imitate. The SABB brand has been a well-known brand for a long time. When it 
came under ownership of Frydenbø Industri AS in 2006, Frydenbø still made use 
of the SABB name in order to secure brand recognition. This means that brand 
recognition is organized.  
 
13.1.5 Price 
The price on today’s SABB engines is not valuable. The current engines are high-
end products and the price reflects this. The pricing aspect is not rare either, and 
therefore it is considered a disadvantage in today’s industry. However, due to the 
launch of the new Frydenbø SABB engine with a lower price, it can be developed 
into being a value for FSM. Even if the price on the new engine is lower this is 
not a sustainable advantage in the way that it is neither rare nor hard to imitate. 
The pricing aspect is supported in all levels of the company. Quality, cost and 
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product price are often interdependent variables. To offer a premium quality, the 
costs of product will be fairly high, making it necessary for FSM to charge a high 
price on their engines. This pricing aspect is supported in all levels of the 
company and it is therefore organized. 
 
 
Table 1: VRIO analysis summary 
 
Summary: As showed in the analysis, the most favorable resource is customer 
service. As a result, this is the resource FSM needs to focus on when they are 
positioning themselves. They should also consider price and service when 
launching the new engine. If FSM use these resources in the positioning strategy 
they will in many ways reposition themselves in the market. That way, the 
costumers will notice the change, and the disadvantages that earlier originated 
from the high price and delocalization can be turned in to advantages. This 
positioning strategy focuses on adding more value to the customer, which in turn 
will make FSM more desirable. 
 
 
VRIO 
framework 
Value Rare Inimitable Organization Competitive 
Implications 
Service No No No Yes Competitive 
Disadvantage 
Customer 
service 
Yes No Yes Yes Competitive 
advantage 
Quality Yes No No Yes Competitive 
Parity 
Product Yes No No Yes Competitive 
Parity 
Brand 
Recognition 
Yes No Yes Yes Competitive 
parity 
Price No No No Yes Competitive 
Disadvantage 
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13.2 ACE-model Analysis 
Because, internationalization is a stepwise process, the ACE-model is a reputable 
tool for a company that wishes to become successful131 (Solberg, p. 132). In this 
chapter, the authors will analyze FSM’s attitude, competence and the embodiment 
of these two factors in the organization.  
13.2.1 Attitude 
According to Solberg, the divide between a “good” and a “bad” company, is their 
risk aversion, market orientation, attitude towards other cultures and ability to 
avoid obstacles in the market132.  
Even though FSM launched their products in China a time ago, they never 
established a Representative’s Office. In addition, they entered the market without 
an agent, but conducted an extensive market orientation before entering. An agent 
was not necessary at the time, because of the direct contact they had with their 
customers. This communication and orientation provides FSM with valuable 
information, and helps them in achieving better results. Bigger focus on relation, 
rather than only on product development, improves FSM’s position in the market 
because it provides a more holistic approach. FSM has often been recognized for 
their two-way communication, but they also deliver high quality products, which 
is highly valued by the customers. In addition to launching a new product 
development, they now wish to manufacture in China to increase proximity to the 
market. A balance between customer orientation and product development, results 
in a good market orientation. 
Even with the communication with customers, the lack of an agent or 
representative might be seen as one of FSM’s weaknesses in order to achieve 
better proximity to the market. However, FSM wishes that the new manufacturer 
could serve as a service agent, with local and regional affiliation, which in turn 
will strengthen their position on the market.  
The only obstacle FSM has experienced is logistics to Asia133; transportation of 
engines from Norway to Asia is often more time-consuming than desired. One of 
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the specifications for the new manufacturer is that they should have warehouse 
storage. The reason for this specification, it because the manufacturer’s storage 
will ensure better access directly to the market, as well as reduce transportation 
and export costs from China.  
When entering foreign markets, there are several risks to consider, as for instance 
commercial, political or economical risks134. Spreading the sales on more 
customers and distribution channels, and reviewing payment terms and credit 
ratings, may reduce each of these risks.  
The fact that FSM has supplied lifeboat engines to 10 countries for 25 years135, 
illustrates their attitude towards internationalization. This shows a global 
orientation and approach, which is integrated into the organization; FSM shows 
eagerness in participating on the global market by introducing a new engine.  
 
13.2.2. Competence 
Solberg claims, general skills and knowledge are isolated factors, and are not 
necessarily what makes an international company successful136, but the ability to 
exploit the added value by the different skills and knowledge. E. Jerome 
McCarthy’s four Ps are beneficial in order to conduct good marketing, and sales 
technique is a key word that needs to be taken in consideration. 
Based on Kotler’s product concept of the core product, actual product and 
augmented product137, the latter is where the focus needs to be. Every company 
focuses on quality and design, and wish to be the best when it comes to delivery 
punctuality and service. More successful companies, as FSM, also focus on 
product development in addition to proximity to customers138. FSM has a range of 
products and will as of 2012 have yet another high quality product to offer to their 
customers. Because product development is dependent on relations with 
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customers, FSM is able to introduce a new product that is suitable for the different 
need in the market.  
If managing to deliver the augmented product with higher value to the customers, 
FSM are able to demand a higher price than its competitors139. FSM are not 
market leaders, but they are recognized for their quality product and brand, which 
again allows them to have a higher price. On the other hand, having a higher price 
than its competitors, has already affected FSM; cheaper, similar engines gain 
increasingly higher market shares. There are no companies with the highest price 
of a product that has the majority of a market share.  
When it comes to promotion, there is a difference in what skills sales personnel 
possess140; to achieve a greater market share FSM needs to be active on the 
market. As mentioned earlier, FSM does not have any office or representative in 
China at this point of time, but this will change when the new manufacturer is 
located. So far they have preserved their customer relationship by communication 
and visits. In addition, last years market research proved their strong position on 
the market. 
The most important aspect for FSM is the final “P” in the marketing mix; place. 
This is also the most critical part for any company that enters foreign markets. It 
is not the choice of distribution, but how to choose a partner. Solberg claims, that 
this breaks the traditional thinking that an own sales office is the best way of 
succeeding, when instead this is not the entire truth141. Knowledge about the 
market and insight is crucial, and this is what makes FSM a serious player on the 
market. FSM’s competence in the marine industry and lifeboat industry has 
always been their core focus, and they are familiar with their customer’s need and 
wants.  
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13.2.3 Embodiment 
To conclude the ACE model, the authors have viewed the embodiment of both 
attitude and competence. As Solberg states, to succeed internationally, internal 
support is essential in any industry142. 
The internal support has to be embodied in the entire company, not just leaders or 
only lower level. The embodiment needs to be from the top down. According to 
Tor Isdhahl, this is embodied from the production to the administration. With a 
focus on the overall strategy and investment, rather than only investment in 
production equipment, FSM are able to succeed internationally.  
13.3 Value Chain  
The Value Chain is a framework applied when companies wish to identify how 
their business can be more effective and add more value to the customer. 
In consideration of the research questions, not all activities will be analyzed. As 
mentioned in the value chain theory, outsourcing and innovation is the main focus 
for FSM. Therefore, the value chain has been limited to only two supporting 
activities: procurement and technology development.  
 
13.3.1 Procurement 
Lambert et al. claims that purchasing will always be an important aspect of 
materials management, because the changing supply scene provides a continuing 
challenge to obtain a maximum contribution of availability, varying prices and 
lead times143.  A company cannot provide its customers with better quality 
products than it receives from its suppliers144. When FSM is dealing with 
procurement or purchasing, the aim is to acquire the lowest possible price with the 
highest possible quality. When procuring their lifeboat engines, FSM has a list of 
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specifications to secure their quality, in addition to price requirements. This price 
requirement will not be discussed in this thesis, as this is something FSM will 
negotiate with the potential manufacturers in this thesis.  
For FSM to deliver their quality products, it is important for them to find the best 
suitable manufacturer. Outsourcing production is a good strategy, because it will 
reduce production costs and logistic costs when they manufacture and supply in 
China. The rewards for proper selection and evaluation of manufacturer can be 
significant145. The lower cost of logistics, combined with the materials purchased, 
will reduce the investment in inventories by decreasing the cost per unit and the 
number of units in inventory146. Other costs FSM may save, is on manpower and 
training, and economics of scale through efficiency and collaboration.  
FSM’s customer service will also improve due to increased efficient operations 
with fewer delays to the customers. If FSM focus on their procurement, it will 
result in high quality products and increase customer satisfaction. FSM might also 
be able to differentiate themselves by procuring inputs that are unique and not 
widely available to their competitors.  
There are also some pitfalls when outsourcing that FSM needs to restrain from. 
Common problems that might occur are poor planning, ignoring the potential for a 
cultural misunderstanding or providing unclear specifications147. These issues can 
easily be avoided by effective market orientation and clear communication. As 
discussed in the ACE model, FSM already has focus on market orientation and 
experience with different suppliers; they need to continue with their market 
orientation.  
 
13.3.2 Technology development 
In today’s global and fast-paced environments, technology is rapidly affecting 
organizations, communication and coordination in the different industries. FSM 
needs to be aware of the constant changes in order to compete more effectively. 
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By outsourcing production, they will have an important information exchange 
with their manufacturer. FSM can gain important information and specialized 
skills about new technologies, potential new materials or service, new source of 
supply, and changes in market conditions148. This will reduce FSM’s needs for 
internal commitment of specialists, which in turn will reduce costs. Since they are 
manufacturing and supplying in a foreign culture, a local manufacturer will also 
help them in increasing their knowledge about the different business culture. This 
information sharing, will give a better-customized product and service that is 
crucial to succeed in this highly competitive market. Technology development 
will allow FSM to be more reliable and innovative. In addition, with the help from 
the manufacturer, FSM will avoid the cost of chasing technology and reduce the 
risk of technological obsolescence.  
 
Chapter 14: External Analyses  
Chapter 14 will account for the findings related to the general environment 
elaborated in Chapter 10, which will be considered by analyzing Porter’s Five 
Forces and PESTEL.   
 
14.1 Porter’s Five Forces 
For a company to take fair advantage of its opportunities and reduce threats, a 
clear understanding of what forces are in the industry is essential. The Five Forces 
is a tool that enables a company to think through how each force affects them, and 
by identifying the opportunity to strengthen their position in order to profit in the 
industry149. As mentioned in the Five Forces theory, Solberg’s emphasizes on 
building relations will be included in the analysis.  
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14.1.1 Threat of Entry 
Because the lifeboat market is a niche market, new entrants have more difficulties 
with entering and succeeding than in a non-niche market. There are already 
several major competitors on the market, were SiYang has the biggest market 
share. This decreases the possibility for new entrants, but does not completely 
remove the threat.  
As shown in the VRIO analysis, FSM has a valuable resource; customer service. 
In order for FSM to maintain a competitive advantage if new rivalry enters, they 
need to emphasize these factors. However, Chinese companies tend not to be very 
loyal to brands, which makes the threat high when new entrants attract FSM’s 
customers150.  
Another factor that may define rivalry is entry barriers. For new entrants, the entry 
barrier is relatively high in the diesel engine industry because it requires high 
investment as well as a higher technological level151. Another entry barrier for any 
company desiring to do business in China is the different business culture. FSM’s 
long collaboration with their customers in China may give them a benefit, 
compared to other new entrants when they are contacting potential suppliers. 
Although they have years of experience with Chinese customers, they still need to 
further understand the business relation with Chinese manufacturers. In addition, 
every company needs to convince customers to trust the company and their 
product when it comes to quality, durability and service. FSM’s position is 
vulnerable if new competition enters the market with a high degree of 
differentiation, market information and knowledge about the Chinese business 
culture. Even if this threat is not high, FSM can lower it by continue to rising 
awareness about their brand and added value, as well as continue to increase their 
understanding about China and business relations. Building relations within the 
market will reduce the threat of new entrants.  
Summary of threat of entry: Several criteria may increase the threat of new 
entrants, but because the lifeboat industry is a niche market with strong 
competitors, the authors consider this threat as low to moderate. 
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14.1.2 The Power of Buyers 
As engines are standardized products, buyers may choose between several brands. 
FSM’s buyers, lifeboat manufacturers, have high power because of a wide range 
of brands with little differentiation to choose between. Beihai regularly use 
SiYang engines when their customers do not have any requirements of what 
engine they desire152.  
Because the buyers have several alternatives, FSM can decrease the buyers’ 
power by enhancing their knowledge even more about their own products. By 
being more attractive for the buyers, FSM will be granted more power. Overall 
the buyers have more power, but FSM still holds a strong position on the Asian 
market in the competition of buyer’s attention. The market research from 
2009/2010 illustrates that FSM has high brand recognition, and that customers are 
satisfied with the high quality and customer service.  
Summary of the buyers’ power: Even though FSM has a strong position, the 
buyers still have several brands to choose from, which make the buyer’s power 
high.  
 
14.1.3 Power of Manufacturers 
By producing their engine locally, FSM will gain more insight on the Chinese 
market and more easily increase their sales in Asia. Furthermore, because of their 
standardized product it is easier for FSM to choose between several 
manufacturers, which will help in decreasing the manufacturer power.  
As FSM is operating in a business-to-business market, it is important to 
emphasize that they need to focus on manufacturers of both engines and lifeboats. 
By having a higher power than buyers, FSM may become more attractive for 
engine manufacturers. By building a relation with them, they will be more willing 
to manufacture FSM’s engines. This relation may be beneficial when negotiating 
price, quality and other specifications with potential manufacturers. On the other 
hand, because of the high degree of competition, the potential manufacturers’ 
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power may by high and they can for instance demand a higher price. Given the 
limited number of lifeboats produced in the world, and therefore limited amount 
of engines, FSM’s power may decrease because the market is highly competitive. 
Having a good relation with lifeboat manufacturers will make FSM more 
desirable when searching for an engine manufacturer.  
Summary of manufacturer’s power: Because the majority of FSM’s main 
competitors does not manufacture in China, the manufacturer’s power will 
increase if the competitors also choose this strategy. As the manufacturers will in 
that case have several brands to choose from, the authors consider this threat as 
moderate. 
 
14.1.4 Rivalry Among Existing Competitors 
FSM’s competitors are fragmented into local and international competitors, which 
include SiYang, Yanmar and BUKH. This high level of competition puts pressure 
on FSM to gain more awareness and improve their product line. Although the 
competition is high, FSM still have major potential in the lifeboat engine industry 
because of their historical success with high brand recognition worldwide. When 
the rivalry is high, brands must compete in both price and non-price related areas 
such as innovation, marketing and service. FSM’s planned manufacturer 
partnership will increase their power and propose a greater threat against other 
competitors.  
Summary of existing rivalry: Even with a local manufacturer, the authors 
consider the rivalry high.  
 
14.1.5 The Threat of Substitutes 
Existence of substitutes increases the likelihood that the buyers will switch to 
these alternatives. In the lifeboat industry the nearest substitute product are oars. 
Substitutes do not pose a high threat to FSM or other lifeboat engine companies, 
because of a major shift in technology. Speed is one of the requirements of 
today’s customers. FSM focus more on their customers and competitors.  
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Summary of substitute threat: For the reason mentioned above, the authors 
consider this threat as low. 
 
14.2 PESTEL Analysis 
Subchapter 13.2 will present findings from chapter 9, related to the general 
environment by examining Political-, Economical-, Sociocultural-, Technological-
, Environmental-, and Legal-forces. The findings are applied to FSM and 
represent present and future issues in the Chinese environment that FSM needs to 
take into consideration.  
 
14.2.1 Political Factors    
The Communist Party is the basis for continued stability in Chinas political 
environment. Political stability is important for FSM because it will make it easier 
to conduct their business on day-to-day basis and plan their long-term strategies 
on the Chinese market. The political system has changed a lot the recent years in 
China, and the government has signed different agreements with organizations 
such as ASEAN and WTO to open the Chinese market for further trade and 
investment. The ACFTA agreement between China and the ASEAN countries is 
also positive due to the low tariffs. This makes it easier for goods to be transferred 
across the borders in Asia where FSM is planning to get a greater market share in 
the future. FSM will not focus on these member countries in a short-term 
perspective due to the fact that their greatest interest lies in the Korean and 
Japanese market153. On the other hand this agreement is something FSM can take 
advantage of in the long-term, but the agreement is not beneficial only for FSM; 
their competitors can also gain an advantage.  
The government’s focus on developing the infrastructure in China is also a 
contributor to the more simplified flow of goods both within the domestic market 
and across borders. The well-developed infrastructure makes the transportation 
much more efficient and cost effective for FSM when transporting their goods. 
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The fact that FSM can offer an efficient delivery and service on their engines is a 
vital part of creating more value for both them and the customers. Customer 
problems can be solved in less time leading to an improved reputation of FSM.  
As mentioned in the findings, corruption is a big problem in China. The biggest 
problem for Norwegian companies regarding corruption in China is not that they 
engage in corruption directly, but they can be indirectly affected. FSM can get a 
competitive disadvantage if a local competitor engages in corruption or “using” 
the right persons to get a competitive advantage. Highly developed countries may 
be seen as reliable when it comes to this issue due to the fact that corruption is not 
as common in these countries154. Frydenbø’s core values are honesty and 
responsibility, which reflects their honest business culture. If FSM would get 
affected of corruption indirectly, FSM needs to perform even better on the 
product, sales and marketing. In addition, FSM needs to renounce from being 
associated with any corruption, and end the collaboration if it turns out they have 
engaged in business with a corrupted counterpart. 
 
14.2.2 Economical Factors    
As stated by Gledish et.al the good-enough market is emerging in China. The fact 
that companies seems to be less willing to buy products at a premium price 
indicates that it is a good time for FSM to launch their new engine. This may be 
especially important given that the lifeboat engine industry consists of 
manufacturers providing more or less the same standardized products. 
Simultaneously as companies are less willing to buy products at a premium price, 
inflation is a major issue on the Chinese government’s agenda nowadays as 
inflation is increasing and they want to level it down. Inflation may have an 
impact on FSM in that way that it makes materials and labor costs in China more 
expensive. This will increase the pricing of goods manufactured in China. Higher 
costs for FSM mean that they may have to consider charging a higher price on 
their engine. This will have an affect on the value output for the customers, and 
may result in less interest in buying the lifeboat engine from FSM. These factors 
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will not affect only FSM, but also other lifeboat engine competitors that are 
supplying their engines to China.  
 
14.2.4 Technological Factors  
The technology is rapidly changing and will be just as important in the future as it 
is today. In the coming years, FSM’s customers will meet new technology, 
electronics and environmental solutions when they buy a SABB engine155. It is 
important for FSM to focus on these factors in order to compete effectively. The 
employees working for FSM today have high competence, knowledge and 
experience in making high technological products. FSM can take advantage of 
this and use it as an incentive to obtain relationship with a Chinese manufacturer. 
In addition, outsourcing of production can give FSM an important information 
exchange of new technologies, potential new materials and service and so on from 
the Chinese manufacturer, as mentioned in the value chain. With help from the 
Chinese manufacturer, FSM can avoid the cost of chasing technology and reduce 
the risk of technological obsolescence.  
14.2.4 Sociocultural Factors 
The cultural differences between Norway and China are many, and it is therefore 
important for FSM to have great knowledge on this subject in order to make their 
Chinese experience better. However, the cultural differences are decreasing and 
have been for the last couple of years. Due to the increasing globalization, the 
Chinese business culture is slowly adapting Western customs. Many Chinese 
leaders today have attended universities in Western countries, especially in the 
U.S. and the trend is still growing156. This gives them greater understanding for 
the western business culture and way of doing things. Also, due to FSM’s long 
experience in doing business in China, FSM already has some knowledge 
regarding cultural differences. Regardless of these abovementioned factors, it is 
dangerous not to give the subject any attention. The culture can vary from one 
province to another, and many in the older generation is used to do business the 
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Chinese way. The Chinese business culture is a result of their long history and 
must therefore be respected. Now that FSM is planning to make a very important 
agreement with a manufacturer, it is more vital than ever to have knowledge about 
the culture. Especially guanxi and miangzi are important issues. Due to this it may 
be favorable for FSM to have a Chinese person who fully understands the 
business culture and can guide them through the process to avoid any 
misunderstandings that may occur. 
 
14.2.5 Environmental Factors  
As mentioned under technological factors, FSM states that in addition to 
technology and electronics, environmental solutions will be one of the factors 
driving FSM forward. In order to take care of the environment, the SABB engines 
are optimized in terms of consumption and emissions, combined with reliable 
products and service157. 
 
14.2.6 Legal Factors 
The fact that laws are constantly changing in China is not a positive matter for 
FSM. It is important to always be updated on the newest laws and regulations and 
when these are changing often, it is hard to keep track. Frydenbø’s core values 
are: enthusiasm, honesty and responsibility. Hence their core values, it is 
important to be able to keep track of the laws that are practiced at all times. 
However, when establishing relation with a Chinese manufacturer, keeping 
control with the laws will become easier. A Chinese manufacturer will most likely 
have more control on local rules and regulations than FSM, and through 
information sharing between the companies, the constant changes in law will not 
affect FSM to a large extent. Even though the laws and regulations in China are 
not perfect, they are certainly improving. Due to Chinas membership in the WTO, 
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they are expected to do even more business with foreign companies and as a result 
of this the laws will improve and become more reliable158.  
The government is taking increasing efforts in the health and safety legislation 
and employment laws area, which is positive for FSM. Their employees in 
Norway enjoy a good working environment, and this is something that FSM also 
want for the workers of their business connections. FSM are concerned with their 
workers welfare, and it is important that the safety in the new factory is satisfying. 
In this way the employees can do their work in safe and healthy environments. 
FSM must be aware of the differences of the value of a contract in China 
compared to the value of a contract in Norway. They need to be prepared for a 
more time-consuming contract negotiation than they might be used to when doing 
business with their western business partners. If they fully understand the 
differences and tries to be flexible and understanding when dealing with contract 
issues in China it will most likely be the start of a good and long lasting relation. 
However, it is necessary to specify the contract down to the slightest detail in 
order to prevent pragmatism.  
It is highly unlikely that FSM’s brand name will be copied, but if they were to be 
it would be a serious matter. FSM’s reputation is also to a large extent based on 
the quality issue. Hence it is negative for them to be associated with poor quality. 
If FSM were to be copied this would be damaging both to FSM and to the entire 
industry. In addition it could be dangerous when thinking about the safety issue. If 
this should occur it is important that FSM is able to prosecute the copyists. 
Unfortunately executions of the IPR laws are not as good as the laws themselves 
and may be very time-consuming and demand a great deal of resources.    
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13.2.7 PESTEL analysis summary 
Positive Neutral Negative 
Political factors 
ACFTA 
Infrastructure 
Technological factors 
Environmental factors 
Sosiocultural factors 
Value of the contract 
Corruption 
Economical factors 
Legal factors 
Intellectual Property 
Rights 
Table 2: PESTEL analysis summary 
 
Chapter 15: The SWOT Analysis 
The SWOT analysis will present FSM’s strengths, weaknesses, opportunities and 
threats in order to get a better understanding of what FSM is doing very well and 
where FSM’s shortcomings are.  
 
15.1 FSM’s Strengths 
Strengths Importance(1) Score(2) 
Quality Products 4 5 
Brand recognition 5 4,5 
Technology 4 4,5 
Ability to design engines 
according to customers need 
5 5 
High qualified engineers 5 5 
Customer service 3,5 4,5 
Good suppliers 4,5 5 
Financially strong 4 5 
Good organization culture 
/internationalization capability 
4 4,5 
Experience in China 5 4 
Table 3: FSM’s Strengths 
(1) Importance: (1) = Very low, (3) = Medium, (5) = Very high 
(2) Score: (1) = Major weakness, (3) = Neutral, (5) = Major strength  
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15.2 FSM’s Weaknesses 
Weaknesses Importance(1) Score(2) 
Knowledge about the Chinese 
market 
5 3 
No service representatives in 
China 
4 2 
Service in China 5 2,5 
Product price 4 2,5 
Transportation 5 2 
Table 4: FSM’s Weaknesses 
(1) Importance: (1) = Very low, (3) = Medium, (5) = Very high 
(2) Score: (1) = Major weakness, (3) = Neutral, (5) = Major strength   
 
15.3 FSM’s Opportunities 
Opportunities Attractiveness(1) Probability(2) 
Increased governmental 
interest in China 
3 3 
Increase market share in 
China 
5 5 
Domestic economic growth in 
China 
3 4 
Establish relationship/guanxi 5 5 
Large potential market in Asia 
(in volume) 
5 5 
Table 5: FSM’s Opportunities 
(1) Attractiveness: (1) = Low, (3) = Neutral, (5) = High   
(2) Probability: (1) = Low, (3) = Neutral, (5) = High 
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15.4 FSM’s Threats 
Threats Seriousness(1) Probability(2) 
Intense competition and good 
competitors 
4 5 
The manufacturers have high 
negotiation power 
3 4 
New entrants 3 2 
Customer bargaining power 3 2 
Table 6: FSM’s Threats 
(1) Seriousness: (1) = Low, (3) = Neutral, (5) = High   
(2) Probability: (1) = Low, (3) = Neutral, (5) = High 
 
It is important to be aware of that this SWOT analysis represents FSM’s situation 
today. When FSM has established a relationship with the new manufacturer some 
of their weaknesses will become strengths and hopefully, some of the 
opportunities will become reality. When FSM gets more established on the 
Chinese market through the new manufacturer, they will have easier access to the 
market and their service and transportation opportunities will create more value to 
their customers through local and therefore faster solutions. This can strengthen 
their position in the market and increase FSM market share. FSM can also get 
access to their manufacturers relationships.  
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15.5 Summary of the SWOT analysis 
FSM’S GREATEST STRENGTHS ARE:  
• Quality products 
• Good organization culture /internationalization capability 
• Good suppliers 
• Reputation in China 
• Technology 
FSM’S WEAKNESSES 
• No service representative 
• Service 
• High product price 
FSM’S OPPORTUNITIES 
• Large market potential 
• Establish relationship / guanxi 
• Increased market share 
FSM’S THREATS 
Intense competition and strong competitors 
The manufacturers have high negotiation power 
Table 7: SWOT summary 
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Part V: Strategy 
 
Chapter 16: Strategic Problem Definition 
Based upon the findings from the SWOT analysis, the authors developed a 
strategic problem definition as a base for strategic recommendations.  
What manufacturer is best suited for FSM to exploit their good quality and 
reputation in China, and improve their service visibility in order to increase their 
market share despite the high competition on the market? 
 
Chapter 17: Strategic goals 
Even though there is high competition in the market, FSM will gain several 
benefits from outsourcing to a local manufacturer in China. The authors have 
therefore outlined several goals when choosing a manufacturer, and how to 
develop their relationship in to a long-term collaboration. These objectives have 
been divided into short-term and long-term goals below. In order to reach the 
goals, critical success factors have been proposed in the next chapter. 
 
17.1 Short-term goals 
These objectives are short-termed because they are factors that FSM needs to 
address immediately as they wish to establish a collaboration with a manufacturer 
already by the end of 2011.  
• Company visits of the potential manufacturers 
• Customers and potential customer visits 
• Increase their guanxi 
• Increase knowledge of the Chinese way of negotiating when outsourcing 
 
                                                                                                                          
      Page  88 
17.2 Long-term goals 
After FSM has chosen a manufacturer, it is desirable that both FSM and their 
counterpart can benefit from the relationship, preferably establish a long-term 
collaboration.  
• Continue to increase their guanxi 
• Establish a service workstation in China 
• Increase market share 
• Further improve technology 
• Expand further in Asia 
 
Chapter 18: Critical Success Factors 
Critical success factors are crucial factors for FSM to consider in order to 
accomplish the set of goals mentioned above. The factors have been based upon 
the internal and external findings and analyses.  
• Market orientation: 
FSM needs to use more resources on market orientation in order to implement an 
efficient marketing strategy for both the existing engine and new engine. The 
industry in always evolving, and FSM needs to be aware of every possible change 
in the market that may effect them.  
• Quality of the engines and service: 
Sharing technology information with a local manufacturer, may increase both 
FSM’s and the manufacturer’s knowledge, and together they can deliver more 
advanced technology and innovation.  
• Maintain, and enhance, brand recognition and awareness:  
Local manufacturer, new product and effective logistics are some of the important 
factors that will help FSM to increase brand recognition and awareness. FSM’s 
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customers are both lifeboat factories and ship-owners. The lifeboat factories make 
the majority of decisions when choosing an engine. This does not mean that FSM 
should only focus on the factories, but also increase brand awareness among the 
ship-owners. Even though the products are standardized, FSM is still able to 
differentiate from their competitors by focusing on service, customer service, 
quality and other additional values.   
• Establish (bigger) guanxi 
Guanxi is crucial in the Chinese business culture. This might be an efficient door 
opener that also might help in both increasing market share and deliver more 
value to the customers. When locating and negotiating with potential 
manufacturers, FSM will be able to establish new contacts and further increase 
their network. Guanxi is an essential aspect for FSM when wishing to increase 
their market share. 
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Part VI: Alternative Strategies and 
Recommendations 
 
Chapter 19: Alternative Strategies – Collection of Offers 
In this thesis, the alternative strategies are the possible manufacturers and their 
offers. The manufacturer search was presented in Chapter 12.1, and the authors 
established contact with several manufacturers. After communicating with them, 
three manufacturers of interest contacted the authors with some offers that are 
presented below. In this chapter the three manufacturers will be presented in order 
to give a better overview of the companies and provide a basis for evaluating the 
most beneficial alternative. 
 
19.1 Collection of Offers  
How the authors searched for and communicated with manufacturers, was 
elaborated in Chapter 12. As mentioned, several manufacturers were located, but 
the authors chose to evaluate three of manufacturers that proposed the most 
suitable offer.  
 
19.1.1 Alternative 1: Changchai CO., Ltd 
Changchai Co., Ltd (Changchai) was established by Houshen Machine-building 
Factory in 1913. It is located in Jiangsu province, and has today both A and B 
shares with a 561 million total share capital, three holding subsidiary companies 
and four share participation subsidiary companies. They provide an annual output 
of 1.2 million diesel engines. In total Changchai has manufactured more than 
2,300 million diesel engines ranked number one in the domestic market, and their 
products are exported to 78 countries159. Their products are widely used as power 
                                                
159 http://changchai.com.cn/en/about1.asp  
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unit for low-speed vehicles, combine harvesters, generator sets, engineering 
machinery, ship propulsion and so on.  
Changchai’s trademark is identified as the earliest well-known trademark in 
China, and received several prices for their quality products. In 2009, they were 
ranked by “500 most valuable brands in China”, and were listed as number 345160. 
Changchai always adopts international criterions for quality management, 
development of quality-assurance institutes and strengthening management on its 
suppliers in order to improve the quality on their products. Their products deliver 
a high standard with certifications such as ISO 9000, and the Environmental 
Management System certification, ISO 14001.  
Changchai is constantly adjusting their marketing strategies to the ever-changing 
Chinese market. Customer feedback is a focus and they have therefore develop 
sales service networks covering the entire China, which includes 9 sales service 
divisions, 31 sales service centers, over 400 sales networks and more than 600 
service stations to offer their customers effective and timely service161.   
In addition to great focus to the domestic market, Changchai are exploring the 
overseas market through export. The recent three years, their export has increased 
by average 36 percent. Cooperation with well-established foreign companies, such 
as Lister Petter, has made the foreign trade volume increase very fast.  
The authors’ contact person, James Xu from Changchai, was very interested in a 
relationship with FSM. James Xu provided two engine models suitable FSM’s 
requirements that are presented in the appendix. These engines could be delivered 
according to FSM’s specification, however the product sheet did not say anything 
about if they were TIER III compliant or if they had warehouse storage. 
 
19.1.2 Alternative 2: Yuchai Machinery Co., Ltd 
Yuchai Machinery Co., Ltd (Yuchai) was established in 1951 and is located in 
Yulin City, Guangxi province. The company has more than 8000 employees, with 
a total asset of 7,66 billion RMB, and net assets of 3,412 billion RMB. Their 
                                                
160 http://www.changchai.com.cn/en/about1.asp  
161 http://changchai.com.cn/en/Market.asp  
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annual production capacity of engines is 600,000 pieces. The main products 
manufactured are 13 major series of diesel-power engines used for the 
automobile, marine, engineering machinery, agricultural machinery, generator 
equipments and multi-cylinder diesel engines of mini, car-use, light to heavy 
types162. 
In order to keep up with the technology and innovation, Yuchai has established a 
highly skilled research and development (R&D) team with several experts within 
the field. They cooperate with world-famous scientific research institutes, as well 
as well-known universities in China. In 2007, Yuchai was the 269th of Chinese top 
500 enterprises, the 117th of Chinese top 500 brands, and the 24th of Chinese top 
500 machineries.  
Yuchai focus on low emission on all their series of products, and they reach the 
National-3 and higher level emission standard. Their engines have high reliability, 
low oil consumption, strong suitability and a complete convenient service. 
Yuchai’s enterprise goal is “providing excellent and advanced power products to 
meet public demand”. Their good reputation is achieved by strictly observing the 
principle of quality first and honest management. In addition, they provide leading 
and suitable products and good service to their clients. Today, Yuchai has 36 
offices around the world and more than 1,300 service stations, and their 
trademark, “Yuchai”, is successfully registered in 50 countries163.  
Yuchai’s contact person, Zhong Xiao Jun replied the authors’ e-mail with hopes 
of getting FSM’s cooperation. He further provided the authors with replies 
regarding the requirements and a product list with specifications with their current 
engine. The product list is attached in the appendix. Yuchai could manufacture 
according to most of the desired requirements, however they were not, as if today, 
certified according to SOLAS or TIER III compliant, and they did not have 
licensed production. 
 
                                                
162 http://www.yuchai.com/gf_en/about/1256114686779559.htm  
163 http://www.yuchai.com/gf_en/about/1256114686779559.htm  
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19.1.3 Alternative 3 Weichai Power Co., Ltd 
Weichai Power Co., Ltd (Weichai) was founded by Weifang Diesel Engine 
Factory in cooperation between domestic and foreign investors in 1953. Their 
factory is located in Weifang, Shangdong province. Weichai is a modern 
enterprise with specialization in R&D, manufacturing and sales of diesel 
engines164. Their main products manufactured are heavy-duty vehicles, coaches, 
construction machines, vessels and power generator.  
Weichai’s technology is dependent to the development of the diesel engine 
industry. To ensure the advanced technological standard in the company, Weichai 
has a team of more than 160 professionals, in addition to R&D agreements with 
renowned diesel engines R&D organizations in Europe. Their annual report from 
the first quarter in 2010, showed an increase by 348 percent in net profit from the 
previous year. The net profit was 1,619 million RMB, while last years profit was 
361 million RMB. Weichai concludes that the reason for this growth is effective 
strategies, which include increased investment in R&D, establishment of national 
commercial vehicles and strategic alliances165. 
In addition to their advanced technology and great capability, their products 
deliver high quality. Their products are certificated by ISO 9000 quality assurance 
standard, as well as the Euro II standard, which means Weichai strictly monitors 
the implementation of laws of environmental protection.  
Weichai has a global service network with offices in major markets. There is great 
focus on after-sales service to their customers, which the company believes is the 
main reason for their great success and reputation. Weichai has 37 service centers 
and 480 licensed service centers established in China that enables them to possess 
an effective after-sale service166. 
The authors were in contact with Zhang Guoping at Weichai. He provided 
information about the engines they could offer in forms on pictures from their 
product catalogue, and some answers regarding FSM’s specifications, these are 
attached in the appendix. Weichai could deliver according to all of the product 
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specifications, however they did not have warehouse storage and they preferred a 
joint venture.  
 
Chapter 20: Manufacturer Selection 
In order to evaluate which manufacturer will be the most beneficial for FSM, the 
authors have used the COWS as a decision matrix. The authors chose this method 
because it provides an impartial evaluation of the three potential manufacturers. 
 
20.1 Criteria when evaluating manufacturer  
When applying COWS, the authors focused on several criterions that need to be 
fulfilled to find the most suitable manufacturer to make a recommendation. The 
criteria are listed hierarchical:  
• Sales service network 
• Technology 
• Location 
• Financial situation 
• English skills 
• Ability to meet international standards 
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20.2 COWS Evaluation 
ALTERNATIVES 
 
Changchai Yuchai Weichai 
CRITERIA Weight Rating(1) Score(2) Rating(1) Score(2) Rating(1) Score(2) 
Sales 
service 
network 
6 3 18 3 18 3 18 
Technology 5 2 10 2 10 2 10 
Location 4 3 12 1 4 2 8 
Financial 
situation 
3 3 9 3 9 3 9 
English 
skills 
2 2 4 2 4 2 4 
Ability to 
meet  
international 
standards 
1 3 3 2 2 3 3 
Total (3) 21 4 56 7 47 7 52 
Table 8: COWS – Manufacturer Evaluation 
(1) Rating: (1) = Low, (2) = Neutral, (3) = High 
(2) Score: Rating * Weight 
(3) Total: SUM scores 
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Chapter 21: Recommendation  
Based on the goals and criterions, the authors believe Changchai is the best 
suitable manufacturer for FSM in China. Sales service network was defined as the 
most important criteria when conducting COWS, and all the manufacturers 
received a full score on this criterion. All three manufacturers have several service 
stations, sales offices and centers in the entire China, but Changchai has the most. 
This network is very beneficial for FSM in order for them to increase their guanxi. 
In addition, a service attribute is something FSM wish to establish in China, 
preferably through their chosen manufacturer. This will help to increase the 
customer value, and FSM may be able to differentiate from their competitors 
based on added value to the standardized product. Changchai is also modifying 
their marketing strategies to the altering market. Market orientation is crucial for 
FSM, and Changchai’s knowledge about the market is very favorable for FSM. 
When FSM choose to expand to other parts of Asia, Chagchai may be beneficial 
for FSM, as they export to 78 countries worldwide which. 
Changchai got the highest score of the possible manufacturers when it comes to 
location. This is because they are located in Jiangsu province, close to China’s 
largest lifeboat factory, Beihai. Yuchai is located in South-China, while Weichai 
is located in North-China. Being geographically located near the “lifeboat-city” is 
very beneficial to FSM, as majority of the lifeboat manufacturers are located here.  
Changchai’s award winning quality products are also something that is of 
importance to FSM. The awards are a clear indication of that Changchai 
concentrates on improving technology and innovation. In addition they where 
listed as number 345 of China’s Most Valuable Brands in 2009. Collaboration 
between FSM and Changchai may be beneficial for both parts, as both of them are 
recognized for quality products. The recommended manufacturer has also adopted 
international standards. 
Quality is not the only acknowledged aspect of Changchai, but also their 
trademark. Brand awareness is important in every industry, and establishing a 
relationship with a well-known trademark company in China is valuable for FSM. 
One of Changchai’s suppliers is Lister Petter, the same supplier used by FSM in 
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their marinized engines. This indicates a mutual interest in well-known quality 
products.  
With service stations, market knowledge, quality and a well-known trademark, the 
authors believed that Changchai is the best suitable alternative for FSM in order 
for them to increase their market share. Changchai possess all of the important 
criterions that is desirable, and with their interest in collaborating with FSM, both 
parts will gain advantages with a potential relationship.  
The offer provided by Mr. Xu includes two potential engines, including all the 
certifications. Yuchai on the other hand, could provide neither SOLAS nor a 
licensed product, while Weichai could only offer a joint venture licensed product.  
 
Chapter 22: Potential Pitfalls  
When establishing a relationship with the new manufacturer, FSM needs to have a 
plan for further progress in order to be aware of potential pitfalls and incentives to 
succeed. To be successful and achieve their goals, FSM needs to focus entirely on 
their business in China. The uncertainty increases with everything new in FSM’s 
internal and external environment, such as the establishment of relationship with 
the new manufacturer in China. The authors have pointed out some of the 
potential pitfalls for FSM, the consequences of them and how FSM may reduce 
the risks and succeed.  
Common problems that might occur for FSM are poor planning, ignoring the 
potential for cultural misunderstandings and unclear communication of 
specifications and other information. All these pitfalls can be avoided by clear 
communication between the parties as well as focusing on an effective market 
orientation.  
Furthermore FSM needs to consider the manufacturer’s priorities and trust. Risk 
can both strengthen and weaken a relationship between the two counterparts. 
Loyalty to a manufacturer FSM has trust in is an important risk-reducing purchase 
strategy that could lead to a long-term relationship. However, recent studies have 
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shown that too much trust in a business relationship could lead to opportunistic 
behavior from the other party167.    
Another risk that is not easy to control is the manufacturer’s uncertainty and 
reputation. FSM’s reputation is interdependent with the reputation of the 
manufacturer in a relationship. If the counterpart’s reputation for any reason 
should become damaged, this will also affect FSM’s reputation in a negative way. 
To minimize this risk, FSM needs to do research and an evaluation of every 
possible manufacturer.  
FSM highly focus on technology and environment in their products. By 
establishing relationship with a manufacturer that have the same values as FSM, 
important information sharing can be done, in addition to satisfying product- 
capacity and reliability.  
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Chapter 24: Appendix 
 
24.1 Appendix I  
The authors received (an e-mail with) background information from 
Rolf-Erik Berle-Jørgensen, Adm.dir/ CEO, Frydenbø Industri AS, 
20.12.2010 (Norwegian text) 
”SABB” har vært et sterkt varemerke i Kina i flere tiår, som motorer i størrelse 
20-55 HK til det konvensjonelle livbåtmarkedet.  
Som kommentert tidligere, har Frydenbø Sabb Motor AS (FSM) hatt en kraftig 
nedgang i salget til Kina, fra ca 235 enheter i toppåret 2008 til ca 40-45 i 2010. 
 Svikten skyldes dels det generelle fallet i markedet (finanskrisen) og dels 
introduksjon av en kinesisk produsert motor av tilsvarende beskaffenhet 
(”SiYang”).  Denne har lavere men OK kvalitet, og er 50 % billigere enn SABB-
motoren.  
Som en konsekvens av utviklingen er det nettopp bestemt at FSM skal søke etter 
en kinesisk leverandør av motorer, med sikte på å utvikle en ny, billig SABB-
motor som kan lisensproduseres i Kina. Motoren vil bli tatt til Norge for uttesting, 
og kravspesifikasjon for spesialisering/”marinisering” av motoren vil bli 
utformet.  
Det vil være viktig at den kinesiske leverandøren kan levere motorer innenfor en 
større ”range” enn nåværende leverandør, - slik at også markedet for hurtiggående 
livbåter kan dekkes. 
Med bakgrunn i beskrivelsen ovenfor er det ønskelig om dere spisser oppgaven 
mot dette behovet, - dvs. å søke etter mulige motorleverandører som kan være 
seriøse samarbeidspartnere for FSM, og som i dag produserer slike motorer. 
Jeg vil tro at dette kan gjøre oppgavene mer interessant enn tidligere, og 
nytteverdien for oss vil bli større.  
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24.2 Appendix II 
E-mail-interview with Tor Isdahl, Sales and Marketing Manager, 
Frydenbø SABB Motor AS (Norwegian text)  
Er det spesielle grunner for at deres tidligere produsent ikke kan produsere 
den nye motoren? 
Dagens produsent for våre livbåt motorer er Lister-Petter i England. Vi trenger en 
Kinesisk produsent av kommersielle grunner og for å letter kunne selge våre 
motorer i Kina / Asia, med service tilstedeværelse – gjennom den valgte 
produsenten. Vi vil i så måte søke å øke vår markedsandel i dette markedet. 
 
Skal den nye motoren som skal produseres selges på verdensbasis eller bare 
det kinesiske markedet?  
Først og fremst skal denne utvikles for det asiatiske markedet. 
 
Hvilke sertifiseringer bør den nye motoren tilfredsstille i tillegg til 
SOLAS/IMO? 
Motorene bør i tillegg kunne være EPA/USCG godkjent og generelt typegodkjent 
– gjerne også CE godkjent. 
EPA = Environmental Protection Agency (US). USCG = US Coast Guard. 
 
Har dere noen krav til leverandøren sin nasjonalitet? Ønsker dere en ren 
kinesisk leverandør, eller kan det også være en internasjonal leverandør? 
I utgangspunktet er det viktig å få produsert motorene i Kina av et par grunner; 
Dels pga intern transport tid i Kina samt nasjonal tilgjengelighet, dels pga import 
kostnader dersom de er laget utenfor Kina. Utover dette har vi ingen krav som 
sådan til nasjonalitet. Dvs produsenten vi velger kan godt være ikke- Kinesisk, 
men ligge i Kina. 
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Kan denne motoren brukes i alle livbåter og til alle typer skip eller er den 
spesifisert til noen spesielle? Hva type livbåt produsenter er kunder av SABB 
i dag? 
Motorene skal måtte brukes i konvensjonelle så vel som frittfall båter. De fleste 
livbåtprodusenter bygger begge disse typene båter pr. i dag, og er følgelig kunder 
av SABB. 
  
Skal motoren oppbevares i Kina på et lager her? Er dette i tilfelle hos 
leverandøren før den blir solgt til kunden? 
Ja, det er ønskelig med et lokalt lager hos fabrikken som blir valgt. Dette for å 
sikre god tilgang direkte til markedet, samt redusere/eliminere transport- og 
import- kostnader til Kina. 
 
Når dere har fått produsert en motor hos den kinesiske leverandøren skal 
den til testing i Norge. Skal denne da bli testet på Frydenbø marina?  
Ja, når en valgt motor er produsert i Kina, ser vi for oss å få et eksemplar sendt til 
oss i Frydenbø Sabb Motor, hvor vi tester motoren ihht de krav og spesifikasjoner 
vi har satt for produksjon av motorene. 
Vi vil nok ikke gjøre noe med motoren utover å teste den grundig, for så å 
godkjenne eller underkjenne den. Når en ”prototypemotor” er testet og funnet i 
orden, vil resten av motortestingene kunne foregå på fabrikken i Kina, hvor vi 
selvsagt skal kunne ta stikkprøver. 
  
Hva vil det si med low-weight? Hva er normal og på deres motorer i dag? Ca 
hvor mange kilo ønsker dere at motoren skal være? 
Motorene må ha lavest mulig vekt pga vekt på livbåtene totalt. En typisk 30-40 hk 
motor fra oss i dag veier ca. 250-300kg, og de ”nye” motorene produsert 
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i Kina må ikke være tyngre. Faktisk ønsker vi at de skal kanskje kunne være litt 
lettere – om mulig. 
 
Når vi skal kontakte leverandører eller bruke søkemotorer for å finne ulike 
produsenter, kan vi oppgi alle spesifikasjonene dere har gitt oss på motoren 
eller er det noen spesifikasjoner vi skal holde igjen?  
Nei, i utgangpunktet er disse spesifikasjonene kjent stoff for de fleste. 
 
Hva er fremtidsplanene etter at leverandøren er funnet på det 
kinesiske/asiatiske markedet?  
Her ser vi for oss at, dersom vi nå finner en fabrikant for våre motorer, vil denne 
kunne også kunne fungere som en service agent for oss, med lokal og regional 
tilhørighet. 
 
Hvor kommer SABB merket inn i motorene til Listerpetter og ftp Iveco  
motorene? Her tenker vi litt på hva som blir gjort med disse motorene som 
gjør at dere kan bruke SABB merket? Hva skjer i mariniserings delen? 
SABB navnet kommer inn når vi foredler motorene fra henholdsvis Lister-Petter 
og FPT/Iveco. Vi kjøper motorene som råmotorer og mariniserer disse, dvs. gjør 
dem om til rene marinemotorer. Deretter bygges de ihht IMO/SOLAS 
spesifikasjoner, og tilslutt ihht kundens egne tilleggsspesifikasjoner. 
  
Ca hvor lang leve tid har en livbåt motor? 
Alt etter vedlikehold, men SABB livbåtmotorer lever alt i fra 10 – 20 – 30 år  
 
Hvordan er internasjonaliseringsevnen forankret i hele FSM? Er dette godt 
forankret på alle nivå i bedriften? 
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Definitivt. Den er godt forankret fra produksjon helt opp til styret. Dette er 
essensielt for at internasjonaliseringen skal fungere. 
 
Hvor mange land er dere i? 
Pt er vi i overkant av 10 land (med stort og smått) 
Hva er FSM’s interne og eksterne styrker, svakheter, muligheter og trusler?  
Styrker: Kvalitetsprodukter; Motorer, deler og service, god kontakt med kunder. 
Svakheter: For liten tilstedeværelse salg, ingen service rep., høy produkt pris. 
Trusler: Mange gode konkurrenter 
Muligheter: Stort potensielt marked volum-messig. 
 
Når FSM entret det kinesiske markedet, var det store inngangsbarrierer? 
All den tid FSM har vært i dette markedet i over 25 år, er det vanskelig å få 
nøyaktig oversikt over barrierene, det er klart at å entre Asia som et 
markedsområde innebærer å overkomme store kulturbarrierer, så vel som måten 
business utføres på i denne kulturen. Den største produktbarrieren er nok å få 
Asiatiske kunder til å stole på produktet ihht kvalitet, varighet og service.  
 
Har dere møtt noen handelsbarrierer i Kina? I tilfelle hvordan ble de løst? 
Opplevd noen nevneverdige problem med kunder tidligere som gjelder eks. 
betaling.  
Eneste handelsbarrieren vi har opplevd er vanskelighet med transport tider og –
måter til Kina. Utover dette har handelen gått greit. Vi har stort sett 
forhåndsbetaling på alle våre ordrer, så ingen betalingsproblemer heller. 
 
Hvordan er FSM sin posisjonering i Kina kontra andre land? 
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Vi har en lang historie for å levere den kjente og høykvalitetsmotoren SABB over 
hele verden, inklusive Kina, hvor vi har levert motorer i over 25 år. 
Vi har de senere år hatt en estimert markedsandel på ca. 8-10%. 
  
Hvordan opererer FSM på det Kinesiske markedet i dag? 
Frydenbø SABB Motor har nær kontakt med det asiatiske markedet ved 
kundebesøk to ganger årlig, samt daglig/ukentlig email og telefon kontakt med 
alle våre kunder i dette markedet. Kundene er hovedsakelig livbåt fabrikker hvor 
vi har etablert nære forhold med nøkkelpersoner som vi kontakter kontinuerlig.  
Hvem er hovedkonkurrentene til SABB på det asiatiske markedet? 
FSM’s hovedkonkurrenter på det asiatiske markedet er Siyang (kinesisk), Yanmar 
(Japansk), Bukh (Dansk) og Hyundai/Daewoo (Koreansk) 
 
Har dere noen tall på markedsandeler for konkurrentene til SABB? 
Egentlig ikke statistisk. Men hovedkonkurrentene er antakelsesvis fordelt slik: 
”Kina-motor” (SiYang) 50+%, Yanmar 8-10%, Bukh 15+%, SABB 8-10%. 
Resten er fordelt på mindre motormerker. 
 
Har dere noe informasjon om den største konkurrenten på det kinesiske 
markedet, ”SiYang”?  
Bare at denne produsenten er tilknyttet en teknisk høyskole/universitet i Nanjing, 
og at motorene herfra brandes til flere kunder. 
 
Er deres produkt differensiert fra konkurrenten i høg grad, sett bort fra 
kvaliteten, tilleggsverdier og pris? 
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Nei, egentlig ikke. Foruten vårt (produktets) gode og etablerte navn ”SABB 
ENGINE” som står for meget høy kvalitet og forutsigbarhet, er vi nok på ganske 
lik linje som våre konkurrenter. 
 
Vi har fått oppgitt tall på markedsandeler til de største aktørene på 
livbåtmotormarkedet mens vi besøkte Jiangyin. Fikk da oppgitt følgende: 
SiYang 80%, Yanmar 15%, Bukh 6-8% og SABB 3%. Hvilke 
markedsandeler er riktig? 
Begge indikasjonene kan i seg selv være riktige. Husk at Sabb ikke (ikke ennå i 
hvertfall) er involvert i Fast Recue Boats (rib’er og slike typer), men kun har tall 
for de motorene vi leverer til vanlige og frittfall livbåter. Disse utgjør anslagsvis 
halvparten av totalantallet. 
 
Har dere noe informasjon om hvordan deres produkt stiller i forhold til 
konkurrenten når det gjelder brand recognition og rykte/omdøme i Kina? 
Kjenner kunder og potensielle kunder til kun merket, eller har de mer 
informasjon/kunnskap utover merket? 
Vi utførte i 2010 en kundeundersøkelse blant våre kunder verden over, hvor 
hovedessensen var å få frem vårt brand og hva vi kan gjøre bedre. 
På de tre viktigste punktene; Kunde- gjenkjennelse (SABB brand), 
Kundeoppfølging/tilfredshet og produktkvalitet, scorte vi gjennomsnittlig 8-9 av 
10 mulige. Dette sier oss at vi er på rett spor, selv om vi ikke er en low-end 
leverandør (høy kvalitet = høyere pris). Denne undersøkelsen ble sendt ut til 32 
kunder, og ble besvart av 24 – hvorav alle våre kinesiske kunder, som er de 
viktigste i Asia regionen. 
De fleste verdivalgene var 1-5, hvor 1 var dårlig og 5 var meget god. Her kan 
nevnes som det vesentligste: 
• Er SABB et velrenommert varemerke i livbåt bransjen? 
Gjennomsnittsscore 4,5 
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• Har livbåtmotorer fra SABB høy kvalitet? Gjennomsnittsscore 5 
• Er enhetsprisen på SABB motorer konkurransedyktig? 
Gjennomsnittsscore 2,5 
• Har SABB god servicegrad? Gjennomsnittsscore 2,5 
• Yter SABB god og representativ kundeservice? 
Gjennomsnittsscore 4,5 
24.3 Appendix III 
Summary from interview with Reinhardt Østrem, First Link 
AS, Owner (Shanghai), 09.03.2011  
Reinhardt Østrem has long experience with importing goods from China to 
Norway. In the interview he elaborated about his experiences about doing 
business in China; how to find potential manufacturers, how to get prepared for 
negotiations and meetings, as well as the Chinese way of thinking during the 
buying process. 
Østrem’s number one advice was to be humble and know your product very well 
so that you know what you are talking about. Lack of knowledge about your 
product can lead to a situation where the manufacturer does not wish to establish a 
relationship with you, as they will not take you seriously. Chinese business people 
are very interested in practical solutions and Western ideas, and Western business-
deals are therefore very attractive for them. It is easier for a Chinese to trust 
Western business people, because they know that foreigners wish to establish 
relationships in China and exchange knowledge, instead of copying their 
products. Security is a key word in China and it is important to show the 
counterpart security before starting to negotiate. Østrem talked about his 
experiences on trade shows, where he never got the chance to see the newest 
models before the sales person felt secure that he wanted to buy, and not copy the 
products.  
Østrem pointed out the importance of always specify the smallest detail about the 
product and the contract before the production starts. Competence and detailed 
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specifications are important to avoid being deceived by your Chinese counterpart. 
Chinese will often produce the cheapest product possible, by using lower quality 
parts if you do not specify exactly what you want.  
 
24.4 Appendix IV 
Summary from interview with Terje Monslaup, Grieg 
Shipping- Rune Ottesen, Scandinavian China Consultants 
– and Anny Zhang, Scandinavian China Consultants 
(Jiangyin) (06.04.2011) 
During a field trip to Jiangyin, an interview was conducted with Monslaup, 
Ottesen and Zhang present. Due to Ottesen and Zhang´s experiences in the 
lifeboat market, they could share information regarding the international and 
Chinese lifeboat market, in addition to cultural differences such as guanxi.   
According to the interviewees, 4000 lifeboats are produced on the international 
market annually. 3000 units or 75 percent of the total lifeboat production is 
located in China, while 50 percent of the production is located in the Jiangsu 
province, which has the advantage of being close to the Yangtze River. The 
world’s largest lifeboat factory, Jiangyinshi Beihai produces 500 lifeboats 
annually, and is located in Jiangyin city. The interviewees explained that ship-
owners have the responsibility to choose which lifeboat engine they wish to use 
for the lifeboat, but very often they do not have any preferences because of the 
standardized product with small differences. In that case, the lifeboat factory has 
the opportunity to decide which engine to use. Jiangyinshi Beihai normally 
chooses the SiYang engine in such cases. Because this engine is cheaper and 
local, it makes it more efficient to use the SiYang instead of the other brands. In 
cases where the ship-owner decide which brand to use, the price and quality is of 
great importance. Some of the decision-makers focus on the price and decide 
upon the engine with the lowest price that can deliver according to international 
standards.  
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The authors also got information about the importance of guanxi on the Chinese 
market, the business culture and other information from their experiences within 
the marine industry in China.  
 
24.5 Appendix V 
Offers from manufacturers 
 
Appendix VI: Changchai CO., Ltd 
 
Engine 1: 
 380J-3 Diesel Engine Set For Lifeboat >> 380J-3 Diesel Engine Set For Lifeboat    
 
Purpose: 
  380J series diesel engine set is composed of CZ380Q diesel engine and SCG-
025(ZF12M,ZF25M) reduction gearox.It has been found in according of the latest rule of 
GB11686-1989< Marine Diesel Engine Set for Lifeboat>, ,IMO MSC 81.81(70) and SOLAS and 
latest amendments. 380J-3 marine diesel engine set has gotten “NK”, “ABS”, “BV”, 
“LR”, “KR”, “DNV”, “CCS” and “EC” type approval certificates and can be main 
propusion engine for lifeboat,rescue boat anf othe small boat.380C diesel enigne can 
also be used as other power source. 
MAIN TECHNICAL PARAMETERS  
Engine set Model CZ380Q 
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also be used as other power source. 
MAIN TECHNICAL PARAMETERS  
Engine set Model CZ380Q 
Model  
Type In line、water cooling、Four stroke 
Combustion chamber 
type 
Direct injection 
Cylinder number 3 
Bore×Stroke (mm) 80×90 
Total 
displacement     (l) 
1.357 
Fire order 1→3→2 
Compression ratio 18:1 
Rated power/Speed 
(kW/r/min) 
20.6/2800 
Rated fuel 
consumption(g/kW·h) 
≤255 
Rated lube 
consumption(g/ 
kW·h  ≤2.72 
Lubrication method Combination of force、Splash 
Cooling method Force cooling through keel cooler 
Rotation direction Anticlockwise(view from flywheel ) 
Starting method 
Electric (option spring starter/Manual starting/Hydraulic 
motor starting) 
Exhaust temperature 
at rating(℃) 
≤550 
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Air consumption in 
10minutes (m3) 
16.148 
Model ZF12M SCG025 
Ratio 2.63(Forward)/1.95(Reverse) 2.74(Forward)/2.67(Reverse) 
Rated output/Speed 
(kW/r/min) 
19.7/1065 19.7/1020 
output shaft rotation Clockwise(view from output end) 
Operation method Mechanical or soft cable remote 
Overall dimension 795.6×560×638 828×560×638 
Weight (kg) 195  
  
 
Engine 2: 
 N485J-3 Diesel Engine Set For Lifeboat >> N485JDiesel Engine Set For Lifeboat    
 
Purpose: 
  485J series diesel engine set is composed of ZN485Q diesel engine and SCG-025(ZF25M,ZF12M) reduction 
gearox.It has been found in according of the latest rule of GB11686-1989< Marine Diesel Engine Set for 
Lifeboat>, ,IMO MSC 81.81(70) and SOLAS and latest amendments. The marine diesel engine set has gotten 
“CCS”, “BV”and “EC” type approval certificates and can be main propusion engine for 
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lifeboat,rescue boat anf othe small boat. N485C diesel enigne can also be used as other power source. 
MAIN TECHNICAL PARAMETERS  
1 Model ZN485Q 
2 Type In-line、vertical、water cooled、 four stroke 
3 Combustion chamber type Direct injection 
4 Number of cylinders 4 
5 Bore (mm) 85 
6 Stroke (mm) 95 
7 Total displacement (L) 2.156 
8 Compression ratio 18 
9 Firing order 1→3→4→2 
10 Rated output (kW (PS)) 30 40.8  
11 Rated speed (r/min) 3000 or 2800 
12 
Specific fuel consumption at rated output 
rated speed  (g/kW·h) 
≤260 
13 
Lubrication oil consumption at rated output 
speed (g/kW·h) 
≤2.45(1.80) 
14 Air consumption in 10 minutes (m3) 27.5 or 25.8 
15 
Direction of rotation of crankshaft  
(View from flywheel end) 
Counterclockwise 
16 Method of cooling Forced water cooling 
17 Method of lubrication Combination of pressure and splash 
18 Method of starting Electric (option Hydraulic motor starting) 
19 Exhaust temperature (℃) ≤550 
20 Operation method Mechanical 
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21 Overall dimensions L×W×H (mm) 696×492×650 
22 Net weight (kg) ≤225 
  
Model N485J 
Diesel Engine Model N485C 
Type SCG-025 ZF25M ZF12M 
Gearbox 
Reduction 
ratio 
2.74(Forward) 
2.67(Astern) 
2.74(Forward) 
2. 72(Astern) 
2.63(Forward) 
1.95(Astern) 
Rated output (kW/PS) 
(kW/PS) 
28.8/39 
Diesel 
engine speed 
3000rpm 
1095(Forward) 
1124(Astern) 
1095(Forward) 
1103(Astern) 
1141(Forward) 
1538(Astern) 
Rated 
output 
speed of 
diesel 
engine 
set 
Diesel 
engine 
speed  
2800rpm 
1022(Forward) 
1049(Astern) 
1022(Forward) 
1029(Astern) 
1065(Forward) 
1436(Astern) 
Rotation direction Clockwise (View from output end)  
Operation method Mechanical or soft cable remote 
Cooling method Forced water cooling with keel pipe 
Overall dimension 
L×W×H (mm) 
950×600×672.5 
Net weight(Kg) 245 
use 
The diesel engine set can widely used for total enclosed 
lifeboat、rescue boat and patrol craft as propulsion power. 
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24.6 Appendix VI 
Yuchai Machinery Co.,Ltd 
1. Marine Diesel engines 30 – 100 BHP------check the table  
2. Complete with electrical start---yes   
3.12V complete electrical system---yes  
4. Keel cooled---water cooling, with seawater heat exchanger  
5. Instrument panel and cable loom---with instrument panel, the remote 
instrument is optional   
6. Standard connection flange-----SAE2 SAE3  
7. ZF gearbox models (ZF12M, ZF25M, ZF45, etc.)  
8. Compact size--- check the table  
9. Low weight--- check the table  
10. TIER III compliant/approved---TIER II, but without certificate  
11. SOLAS compliant/approved---without  
12. Licensed production-----no  
13. Ware house storage  
14. Potential volume: 250 + units/year  
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24.7 Appendix VII 
Weichai Power Co.,Ltd 
Dear Wong, 
Attached are several photos of our catalogues, check them please. 
Maybe they can help you to get information for our engines. 
 
Regarding to your questions, the replies are below in red 
 
• Marine Diesel engines 30 – 100 BHP 
(Detailed information, seeing the attachments) 
• Complete with electrical start 
(We can supply either electrical start, or air start, or both) 
• 12V complete electrical system 
(Our 3 cylinders, 4 cylinders are 12V, although we can supply 12V for 6 
cylinders engines, normally, it is 24v for 6 cylinder engines) 
• Keel cooled 
(We can supply) 
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• Instrument panel and cable loom 
(We can supply) 
• Standard connection flange 
(Yes, it is SAE1, SAE3 and so on) 
• ZF gearbox models (ZF12M, ZF25M, ZF45, etc.) 
(It is no problem, if the gearbox and the engines have the same flange) 
• Compact size 
Detailed info. Seeing the attachment 
• Low weight 
Detailed info. Seeing the attachment 
• TIER III compliant/approved 
(It is IMO II, but we are applying the TIER III these days) 
• SOLAS compliant/approved 
• Licensed production 
(Joint venture) 
• Warehouse storage 
(There is no storage; we produce the engines according to the orders) 
• Potential volume: 250 + units/year 
(The more, the better ^v^) 
• Hoping we can cooperate in the near future 
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